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Memorandum

F rom : R e p r e s e n t a t i v e  Max F . G ru e n b e r g , J r .

R e : CSHB 517 ( J U D ) , r e l a t i n g  t o  t h e  p r i v a t e  s a l e
a nd c o n s ig n m e n t o f  w o r k s  o f  a r t

D a t e ; A p r i l  1 7 , 1986

T h i s  b i l l  i s  m o d e le d  a f t e r  tw o  New Y o r k  s t a t u t e s  p a s s e d  i n  
1 9 6 6 , a n d i s  d e s ig n e d  t o  o f f e r  p r o t e c t i o n s  t o  A la s k a n  a r t i s t s  
i n  t h e i r  b u s i n e s s  r e l a t i o n s h i p s  w i t h  a r t  d e a l e r s  and t h e i r  
r i g h t s  t o  r e p r o d u c t i o n .

SECTION 1 P r o v i d e s  t h a t  w o r k s  o f  a r t  on c o n s ig n m e n t a r e
n o u s u b j e c t  t o  t h e  c l a im s  o f  an a r t  d e a l e r ' s  
c r e d i t o r s ,  and t h a t  a s i g n  m u s t b e p o s t e d  i n  a 
g a l l e r y  w h e re  a r t  i s  s o l d  on c o n s ig n m n e t 
s t a t i n g  t h a t  w o r k s  o f  a r t  f o r  s a l e  a r e  on 
c o n s ig n m e n t .

SECTION 2 P r o v i d e s  t h a t  w o r k s  o f  a r t  d e l i v e r e d  t o  an a r t
d e a l e r  a r e  t r u s t  p r o p e r t y  i n  t h e  h a n d s o f  t h e  
a r t  d e a l e r  f o r  t h e  b e n e f i t  o f  t h e  a r t i s t .

P r o v i d e s  t h a t  s u b s e c t i o n  ( a ) ( 3 )  o f  4 5 . 6 7 . 0 2 0  
may be w a iv e d  i f  t h e  a g r e e m e n t i s  c l e a r  and 
a g r e e d  t o  i n  w r i t i n g ,  h o w e v e r , u n d e r  a w a i v e r  
t h e  p r o c e e d s  o f  a s a l e  a r e  s t i l l  n o t  s u b j e c t  t o  
a l i e n  a g a i n s t  an a r t  d e a l e r .

P r o v i d e s  t h a t  u n s o l d  a r t w o r k  m u s t be r e t u r n e d  
t o  t h e  a r t i s t  on demand c o n s i s t e n t  w i t h  a n y 
w r i t t e n  a g r e e m e n t .

A l s o  p r o v i d e s  t h a t  t h e  p r o v i s i o n s  o f  4 5 . 6 7 . 0 1 0  
-  020 may n o t  be c o n s t r u e d  t o  e f f e c t  an 
e x i s t i n g  c o n t r a c t .  S u b s e c t i o n  (b ) p r o v i d e s  
t h a t  t h i s  la w  w i l l  a p p l y  t o  a l l  f u t u r e  d e a l i n g s  
b e tw e e n  an a r t i s t  and a r t  d e a l e r
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Protection of Ownership R ights of A rtists  Act

advantageous Business 
* w ill frequen tly make 

unab le to reacqu ire 
•' • en t was ora l o r the 

This 1933 New York

A rt is ts o fte n fin d them se lves in a com p lic a te d an^ 
s itu a tio n when convey ing rig h ts to a w o rk o f art. / 
an agreement fo r rep roduc tion rig h ts to an artw o rk , bu t v 
the o rig in a l a rtw o rk a fte r it has been rep roducea if the => 
con tra c t was com p le x and s igned w ith o u t bene fit o f c - 
law ove rcom es these prob lem s and p ro te c ts the in te r ta . -  ̂ i the ind iv idua l a rtis ts 
invo lved.
Under th is b ill, even if an a rtis t o r ow ne r se lls rep roduc tio n righ ts fo r a v/ork 

o f art, the ownersh iD o f the ac tua l w o rk rem a ins v /ith the c rea to r o r owner un less 
the ow ne rsh ip is trans fe rred in w r it in g and s igned by the a rtis t o r owner. In aadi- 
tio n , any con tra c ts se llin g rep rod u c tio n r ig h ts m ust be in pla in language. If a pur­
chaser does not comDly v/ith th is requ irem en t the con tra c t cou ld be unenfo rceab le 
and any righ t no t conveyed w ou ld rem ain v /ith the a rtis t o r owner.

(T itle , enac ting clause , etc.)

1 Sec tion 1. [Short Title.] Th is ac t may be c ite d as the P ro te c tion o f O.vner-
2 sh ip R igh ts o f A rt is ts A ct.

1 Sec tion 2. [Definitions.] As used in th is act:
2 (1) "W o rk o f A r t " m eans any v isua l o r g raph ic art o f any med ium .
3 (2) " A r t is t ”  means the c re a to r o r c rea to rs o f a work o f art.
4 (3) "R ep roduc tio n R igh t" m eans a rig h t to reproduce, prepare deriva tive
5 w o rks of, d is tr ib u te cop ie s o f, p u b lic ly  pe rfo rm  o r pub lic ly d isp la y a work
6 o f art.

1 Sec tion 3. [Right to Reproduce Works of Art.]
2 (a) W henever a work o f art is so ld o r o the rv /ise trans fe rred by o r on beha lf
3 o f the a rtis t who crea ted it, o r h is he irs o r persona l represen ta tives, the righ t
4 o f rep roduc tio n the reo f is reserved to the g ra n to r un til it passes in to the
5 pub lic domain by act o r opera tion o f law un less such right is sooner exoressly
6 trans fe rred by an in s trum en t, no te o rm em o ra n dum  in w ritin g , s igned by the
7 ow ne r of the rig h ts conveyed o r h is du ly au tho rized agent.
8 (b) W henever an exc lus ive o r non -e xc lu s ive conveyance of any rep rcduc-
9 tion righ t is made by the ho ld e r o f such rig h t, o r h is du ly authorized agent.
10 ow ne rsh ip o f the phys ica l art w o rk sha ll be presumed to remain w ith and
11 he reserved to the g ran to r un less exp re ss ly trans fe rred in w rit in g by an in-
12 s trum en t, note , m emorandum o r by o th e r w ritte n means, s igned by the
13 g ran to r o r h is du ly au tho rized agen t.
14 (c) N o th ing herein con ta ined , however, sha ll be cons trued to p roh ib it the
15 fa ir use of such work o f art.
16 (d) N o th ing in th is a rtic le sha ll oce ra te o r bo cons tru ed to c o n flic t w ith
17 any rig h ts o r lia b ilit ie s unde r fede ra l cop y r ig h t law .

1 S ec tion 4 . [Severability ] (Inse rt se ve ra b ility c lause .|

1 Sec tion 5 . [Repealer.] [In se rt re p e - 'o r clause.)

1 Sec tion 6. [Effective Dare.) (Inse rt e ffe c tiv e cate .)
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of Artists Act

;d d isadvan tageous bu s in e ss 
.n a rtis t w ill fre q u e n tly make 
:u t w ill be unab le to reacqu ire 
he ag reem en t was o ra l o r th e 
counse l. Th is 1983 New York 
.■rests o f th e in d iv id u a l a r t is ts

p ro du c tio n rig h ts fo r a w o rk 
i  the c re a to r o r ow ne r un le ss 
y the a r t is t o r ow ne r. In add i- 
be in p la in language . If a pur- 
itra c t cou ld be unen fo rceab le 
a rtis t o r ow ne r.

1 as the P ro te c tio n o f Owner-

ip h ic  art o f any m ed ium .
» o f a w o rk o f art. 
reproduce , prepare de riva tive 
m o r p u b lic ly d isp la y a w o rk

rt.]
e tran s fe rre d by o r on beha lf 
■nal rep resen ta tives , the righ t 
..ito r u n til it passes in to  the 
;uch righ t is soone r exp ress ly 
Jum in w r it in g , s igned by the 
orized agen t.
:onveyance o f any rep rod u c ­
er h is du ly au th o rize d agen t, 
esumed to rem ain w ith and 
•.nsferred in w r it in g  by an in- 
ilte n means, s igned by the

be cons tru ed to p ro h ib it the

* con s tru ed to c o n f lic t v/ith 
: ( iw .

c lause.)

Protection of Artists Whose Work 
Has 3een Altered Act

Severa l w e ll-kn ow n cases o f m u tila te d , a lte red o r de faced a rtw o rk have led to 
a drive to ba lance the prope rty r ig h ts o f owne rs aga ins t the crea tive rig h ts o f the 
a rtis ts and the genera l rig h ts o f so c ie ty . The fo llo w in g le g is la tio n was enacted 
by New York in 1983 to p ro tec t the repu ta tio n o f an artis t a fte r an a rtw o rk has been 
sold.
The b ill g ives a lega l cause o f ac tio n if a work v/h ich an a rtis t crea ted was de fa c ­

ed, a lte red o r m u tila te d (w ith o u t th e a r t is t ’s consen t) and damage to the a rtis t 's 
repu ta tion cou ld resu lt. The a rtis t co u ld a lso c la im  o r d isc la im  au tho rsh ip o f work. 
E xcep tio ns are made when : an a rtis t con sen ts to changes in w r it in g ; the na tu re 
o f the m a te ria ls used causes a change in the wo rk ; a change occu rs because of 
the re p ro d u c tio n process o r when w o rk is p ro fe ss io na lly framea o r res to red . An 
aggrievea a rtis t is a ffo rd ed a cause o f ac tio n fo r damages, exem p la ry damages 
where app rop ria te , equ ita b le re lie f, and reasonab le a tto rney and w itn e ss fees.

(T itle , enac tin g c lause , etc.)

1 S ec tio n 1. [Short Title.] Th is ac t may be c ite d as the P ro te c tio n o f A rt is ts
2 A c t.

1 S ec tio n 2. [Definitions.] As used in th is act:
2 (1) ‘ ‘A r t is t " m eans the c re a to r o f a wo rk o f fin e art.
3 (2) "C on se rva tio n ”  means ac ts taken to co rrec t de te rio ra tio n and altera-
4 tio n and ac ts taken to preven t, s to p o r re ta rd de te rio ra tio n .
5 (3) "P e rs o n " means an in d iv id u a l, pa rtne rsh ip , co rpo ra tio n , asso c ia tio n
6 o r o th e r g roup , howeve r organ ized .
7 (4) "R e p ro d u c t io n " m eans a copy , in any m ed ium , of a wo rk o f fine art
8 tha t is d isp la yed o r pub lished unde r c ircum s ta n ce s tha t, reasonab ly con-
9 strued . ev inces an in te n t tha t it be taken as a rep resen ta tio n of a wo rk o f
10 fine art as crea ted by the a ^ is t .
11 (5) "W o rk o f F ine A r t " m eans any o rig ina l w o rk o f v isua l o r g raph ic art
12 o f a -y  m ed ium  v /h ich in c ludes , bu t is no t lim ite d to . the fo llo w in g : pa in tin g ;
13 draw ing ; prin t; photog raph ic p rin t o r scu lp tu re of a lim ited ed ition o f not more
14 than 200 cop ie s ; prov ided howeve r, tha t "w o rk of fine a n " sha ll no t in c lud e
15 sequen tia l im agery such as th a t in m o tio n p ic tu re s .

1 S ec tio n 3. [Public Display, Publication and Reproduction of Works of Fine
2 Art.] Excep t as lim ite d by S ec tio n 5 o f th is act. no person o the r than the ar-
3 t is t o r a pe rson ac tin g w ith the a r tis t 's  con sen t sha ll know in g ly pu b lic ly
4 d isp la y o r pub lish a work o f fin e art o f tha t a rtis t o r a reo roduc tio n the reo f
5 in an a lte red , de faced , m u tila te d o r m od ifie d fo rm if the w o rk is d isp la yed ,
6 pub lishe d o r reo roduced as be ing the v/o rk o f the a rtis t, o r unde r c ir-
7 cum s ta nce s unde r w n ich it w ou ld reasonab ly be regarded as be ing the wo rk
8 o f the a rtis t, and damage to the a r tis t 's  repu ta tion cou ld resu lt th e re from .

1 S ec tio n 4. [A rtis ts ' Authorship Rights.]
2 (a) Excep t as lim ite d by S ec tio n 5 o f th is act. the a rtis t sha ll re ta in at all
3 tim es the rig h t to c la im  au th o rsh ip , or, fo r |us t and va lid reason, to d is c la im



4 au tho rsh ip o f his o r he r work o f fin e art. The righ t to c la im  au tho rsh io sha ll
5 in c lude the righ t o f the a rtis t to have h,s o f her name apcear on o r in con-
6 nec tio n w ith the w o rk o f fine art as the a rtis t. The righ t to d isc la im  au thor-
7 sh ip sha ll in c lude the righ t o f the a rtis t to prevent h is o r he r name from  aD-
8 pearing on o r in con ne c tio n w ith the work o f fine art as the a rtis t. Ju s t and
9 va lid reasons fo r d is c la im in g au th o rsh ip sha ll inc lude tha t the work o f fine
10 art has been alte red, de faced , m u tila te d o r m od ifie d o the r than by the a rtis t.
11 w ithou t the artis t's consen t, and damage to the artis t's reputa tion cou ld resu lt
12 o r has resu lted the re from .
13 (b) The rig n ts crea ted by th is  se c tio n sha ll ex is t in add itio n to any o the r
14 rig h ts and du tie s w n ich may now o r in the fu tu re be aop licab le .

1 S ec tion 5. [Lim itations of Applicability.]
2 (a) A lte ra tio n , de facem en t, m u tila t io n o r m od ific a tio n o f a work o f fine art
3 re su ltin g from the passage o f tim e o r the inhe ren t na tu re o f the m a te ria ls
4 w ill no t by itse lf crea te a v io la tio n o f Sec tion 3 or a righ t to d isc la im  au tnor-
5 sh ip unde r Sectior. 4(a), prov ided such a lte ra tion , de facem ent, m u tila tio n o r
6 m od ific a tio n was not tne resu lt o f gross neg ligence in m a in ta in ing o r pro-
7 te c tin a the work of fin e art.
8 (b) In the case o f a rep rod u c tio n , a change tha t is an ord ina ry resu lt o f the
9 m ed ium of rep roduc tio n does no t by itse lf crea te a v io la tio n of Sec tion 3
10 o r a r ic n t to d isc la im  au th o rsh io unde r Sec tion 4ia).
11 (c) Conserva tion sna il no t c o n s t itu te  an a lte ra tion , defacement, m u tila tio n
12 o r m od ific a tio n w ith in tne m ean ing of th is act, un less tne conse rva tion wo rk
13 can oe shown to be neg lig en t.
14 (d) In the case of w o rk prepared unde r con tra c t fo r adve rtis ing o r trade
15 use. the righ ts granted by th is a rt ic le may be waived con tra c tu a lly o r othe r-
16 w ise at any tim e.
17 (e) The prov is ions o f th is a rt ic le sha ll app ly on ly to works o f fine art know -
18 ing ly pub lic ly d isp layed , pub lished o r rep roduced in th is state .

1 S ec tion 6. [Relief.]
2 (a) An a rtis t aggrieved unde r S ec tio n s 3 or 4 sha ll have a cause o f ac tion
3 fo r damages, exem p la ry dam ages where aporopria te . equ ita b le le lie f and
4 reasonab le a tto rn ey 's and expe rt w itn e s s 's fees, prov ided, the cou rt may.
5 in its d is c re tio n , award a tto rn e y ’s and expert w itness 's ; fees to the de fen-
6 dan t upon d ism issa l o f any ac tio n on the grounds such action was fr iv o lo u s
7 and m a lic iou s .
8 (b) No ac tion mav be m a in ta ined to en fo rce any lia b ility under th is a rtic le
9 un less b rougn t w itn in th ree years o f the act com p la ined of or one year a fte r 
10 tne con s tru c tive d iscove ry o f such act, wh icheve r is longer.

1 Section 7. [Severability.] (Inse rt seve rab ility clause.]

1 Sec tion 8. [Repi Her.] [Inse rt reoea le r clause .]

1 Sec tion 9. [Effective Date.] [Inse rt e ffe c tive date.]

1C0



Alaska Arts 
Southeast
P.O. BOX 2133, SITKA. ALASKA 99835 • PHONE (907)747-8177

February 7th, 1986

Representative Peter Goll 
Box 581
Haines, AK 99827 

Dear Peter:

I would l ik e  to express my support of House B i l l  No. 517, which you co­
sponsored in the State Leg is la tu re . I believe  that th is  b i l l  would be
f a i r  to a l l  parties  concerned, and co d if ies  honest and prudent p ractice  
between a r t i s t s  and those who maintain g a l le r ie s .

Thank you for returning my c a l l  th is  week rpncerning the p o s s ib i l i t y  of 
a teleconference th is  spring. As I stated in our conversation I conducted 
a survey of Arts Organizations in Southeast in an attempt to gauge in te rest  
in a consortium of presentors in our region. Such a consortium could save 
money fo r  a l l  organizations and increase the range of choices for many 
of the sm aller communities. A by product would be the f a c i l i t a t i o n . o f . 
planning an en tire  season of events fo r  Southeast.

I have enclosed copies of Presenter Survey forms from those who responded 
favorably. Five communities from D is t r i c t  two are represented: Skagway,
Haines, M etlakatla, Hoonah, and Angoon. A s ix th  organization has since  
expressed in te re st  in Gustavus. Keep in mind that the in te re st  has been 
expressed by '■"'■ganizations which u lt im ate ly  represent and impact hundreds 
of in d iv i d u a l .  Ten other organizations have a lso  expressed an in te re st  with­
in the following communities: Juneau, S i tk a ,  Ketchikan, Port Alexander,
P e lican , and Petersburg. I t  would appear then, that at le a st  h a l f  of 
the communities expressing an in te re st  in ta lk in g  further about a consortium 
are in D is t r i c t  2.

I f  we are to be e ffe c t iv e  in our e ffo rts  to begin planning and discussing  
booking for next year we should begin our dialogue soon. I don't know what 
your schedule w i l l  allow but I would suggest sometime between the la s t  
week in March and mid May. Ear ly  May would be ideal for me since I am 
on the road in Southeast re c ru it in g  for Camp during most of A p r i l .

I r e a l i z e ,  however, that teleconferences are d i f f i c u l t  to schedule. I 
would appreciate any e ffo rts  that you could make in securing one for the 
arts communities in our region.

Gordon M. Bolar 
Executive D irector  
Alaska Arts Southeast
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Rep. Max Gruenberg 

Pouch V 

State Capitol 

Juneau, Alaska, 99811

February 9, 1986

R. T. Wallen 

P. 0. Box 1063 

Juneau, Alaska, 99802

Dear Max

I very much appreciate the efforts of the sponsors of this arts 

bill. I think it is going to clarify some rather vague areas concerning 

the rights and responsibilities of artists, art dealers and art patrons.

The section of the bill in which I am most interested is 45. 67. 020, the 

section .dealing with the right to reproduce works of art.

Whenever an artist creates a series of original prints, from a stone 

or metal plate, for example, or when he reproduces a painting with a series 

of prints, or makes a series of castings from a mold, the artist may elect 

to mark these original prints, or reproductions, or castings with the letter 

"c" enclosed in a circle, followed by his intitials and the y e a r  date. This 

copyright symbol and initials and date proclaim his "intent to copyright" and 

proclaim his rights under Federal Copyright Law. The system functions well with 
works of art which appear as multiple images cr forms since everyone, artist, 

dealer and buyer understand, by the fact of the copyright signal appearing on 

the art that certain rights to the reproduction of that work have been established.

Original works, however, one of a kind works, whether they be paintings, 

or drawings or sculptures, often do not bear the copyright symbol because the 

artist has not reproduced them, and does not intend that they be reproduced.

In fact, the artist, although he has the option of marking the work with the 

copyright symbol, often will not do so because the appearance of the copyright 

symbol on an original work implies that it has been reproduced, or might be 

reproduced in the future, and the mark might thus affect the value of the w or k  

both aesthetically and commercially. As I understand Federal Copyright Law, 

the artist has sole rights to reproduction of an original work of his own art 

regardless of whether he has marked it wit h  the copyright symbol. However, the 

lack of such a symbol on a work of art can create an area of uncertainty in the 
mind of a buyer or art dealer.

For this and other reasons I think that there is value in a state law 

which addresses the problem and spells out the legal rights of artists in regards 

to the reproduction of their works of art. I think the fairness of the theory 

of this section of of the bill is reflected in Federal Copyright Law, in the 

legal rights of authors to their printed works, and in the legal rights that 

pertain to many kinds of design work, such as achitecture, boat design and so '•} 
on.

-



As a state law, this is close to home, and every person seriously 

involved in the art world here in the state will be familiar with it.

As an artist who has had to deal with copyright related issues a number 

of times in my career, and who has business with many different art dealers, 

and w ho is often asked by patrons about their rights in regard to a work of 

art, I see great value in this bill and benefits to artist, dealer and buyer 

alike. It goes a long way in clearly establishing the ground rules.

Sincerely

R. T. Wallen



CHAIRMAN'S INFORMATION: CSHB 5 17  (J u d ) a m

1) B I L L  T IT L E : "A n a c t  r e l a t i n g  t o  t h e  p r i v a t e  s a l e  and
c o n s ig n m e n t o f  w o r k s  o f  a r t . "

a ) I n t r o d u c e d :  G ru e n b e rg

b ) C o - s p o n s o r s :

2 ) INTENT : T h i s  m e a s u re  c l a r i f i e s  t h e  r e l a t i o n s h i p  b e tw e e n
a r t i s t s  and a r t  d e a l e r s  c o n c e r n i n g  a r t  w o r k  b e i n g  
s o l d  on c o n s ig n m e n t .

N .B . Rep G ru e n b e rg  may be o f f e r i n g  an amendmen t w h i c h  
w o u ld  r e q u i r e  t h e  d r a f t i n g  o f  an SCS

F ISCAL NOTE: 0

3) ADD IT IONAL REFERRALS: F in a n c e  a nd R u le s

4) PUBLIC HEARINGS:

a ) S p o n s o r :

b ) P u b l i c  W i t n e s s e s :

5) B IL L  ACT ION :

a ) H o ld  i n  c o m m i t t e e ?
b ) A s s i g n  t o  su b c o m m i t t e e  f o r  f u r t h e r  r e v ie w ?
c ) Move f r o m  c o m m i t t e e ?
d ) C lo s e  p u b l i c  h e a r i n g s ?

6) COMMITTEE ACTION?

a) amendm en ts?
»> CS a d o p t i o n ?  f a  ^  ^
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O r i g i n a l  s p o n sors: G r u e n b e r g ,  Goll,
K o p o n e n ,  et al

B Y  T H E  L A B O R  A N D
I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 517 (L&C)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  p r i v a t e  s a l e  a n d  c o n s i g n m e n t

o f  w o r k s  o f  a r t . "

BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 5 . 0 2 . 3 2 6 ( e )  is r e p e a l e d  a n d  r e e n a c t e d  to read:

(e) W h e n  an  a r t i s t  d e l i v e r s  a w o r k  o f  a r t  to a n  a r t  d e a l e r  as 

d e s c r i b e d  in A S  4 5 . 6 7 . 0 1 0 ,  the a r t  d e a l e r  s h a l l  p r o m i n e n t l y  d i s p l a y  a 

s i g n  s t a t i n g  s u b s t a n t i a l l y ,  " W o r k s  o f  a r t  f o r  s a l e  a r e  o n  c o n s i g n­

m e n t . "  W o r k s  o f  a r t  on  c o n s i g n m e n t  a r e  n o t  s u b j e c t  to t h e  c l a i m s  of 

the art d e a l e r ' s  c r e d i t o r s .

* Sec. 2. A S  45 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  67. A R T I S T S  A N D  W O R K S  O F  ART.

Sec. 4 5 . 6 7 . 0 1 0 .  A R T I S T S  A N D  A R T  D E A L E R  R E L A T I O N S H I P S .  (a) W h e n

a n  a r t i s t  d e l i v e r s  or c a u s e s  to b e  d e l i v e r e d  a w o r k  o f  a r t  o f  the

a r t i s t ' s  o w n  c r e a t i o n  to an  a r t  d e a l e r  for the p u r p o s e  of  sale, o r  

e x h i b i t i o n  a n d  sale, o n  a c o m m i s s i o n ,  fee, or o t h e r  b a s i s  o f  c o m p e n­

sation, the a c c e p t a n c e  o f  the w o r k  o f  art b y  t h e  art d e a l e r  is a 

c o n s i g n m e n t ,  a n d

(1) the art d e a l e r  is, w i t h  r e s p e c t  to the w o r k  o f  art, the 

a g e n t  o f  the a r t ist;

(2) the w o r k  o f  a r t  is t r u s t  p r o p e r t y  in  the h a n d s  o f  the 

art d e a l e r  for the b e n e f i t  o f  t h e  a r t i s t ;  a n d

(3) p r o c e e d s  f r o m  the s a l e  o f  the w o r k  o f  a r t  a r e  t r u s t

r u n d s  in the h a n d s  of  t h e  a r t  d e a l e r  for the b e n e f i t  o f  the artist, 

a n d  the d e a l e r  s h a l l  t r a n s m i t  the p r o c e e d s  to the a r t i s t  w i t h i n  30

-1- SCS C S H B  5 1 7 (L&C)
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d a y s  o f  the s a l e  o f  the w o r k  o f  art.

#
(b) A  w o r k  o f  art i n i t i a l l y  r e c e i v e d  as a c o n s i g n m e n t  r e m a i n s  

t r u s t  p r o p e r t y  n o t w i t h s t a n d i n g  t h e  s u b s e q u e n t  p u r c h a s e  o f  t h e  a r t w o r k  

b y  the a r t  d e a l e r  d i r e c t l y  or i n d i r e c t l y  for the a r t  d e a l e r ' s  o w n

1
a c c o u n t  u n t i l  the c o n s i g n m e n t  p r i c e  due to the a r t i s t  is p a i d  in full.

If  the w o r k  of  art is r e s o l d  to a b o n a  fi d e  t h i r d  p a r t y  b e f o r e  the 

a r t i s t  h a s  b e e n  p a i d  in full, the p r o c e e d s  o f  the r e s a l e  a r e  t r u s t  

f u n d s  i n  the h a n d s  o f  the a r t  d e a l e r  f o r  the b e n e f i t  o f  the a r t i s t  to 

t h e  e x t e n t  n e c e s s a r y  to p a y  a n y  b a l a n c e  s t i l l  d u e  to t h e  a r t i s t .  T h e  

t r u s t e e s h i p  c o n t i n u e s  u n t i l  the f i d u c i a r y  o b l i g a t i o n  o f  t h e  a r t  d e a l e r  

w i t h  r e s p e c t  to the t r a n s a c t i o n  is d i s c h a r g e d  in full.

Sec. 4 5 . 6 7 . 0 2 0 .  W A I V E R .  (a) A  p r o v i s i o n  of  a c o n t r a c t  or 

a g r e e m e n t  w h e r e b y  the a r t i s t  w a i v e s  a p r o v i s i o n  o f  A S  4 5 . 6 7 . 0 1 0  is 

v o i d  e x c e p t  as p r o v i d e d  in this s u b s e c t i o n .  A n  a r t i s t  m a y  w a i v e  the 

p r o v i s i o n s  o f  A S  4 5 . 6 7 . 0 1 0 ( a ) ( 3 )  if  t h e  w a i v e r  is clear, c o n s p i c u o u s ,  

a n d  a g r e e d  to in w r i t i n g  b y  the a r t i s t .  A  w a i v e r  u n d e r  t h i s  s u b s e c­

ti o n  is n o t  v a l i d  w i t h  r e s p e c t  to t h e  p r o c e e d s  o f  a w o r k  o f  a r t  i n i­

t i a l l y  r e c e i v e d  as a c o n s i g n m e n t  b u t  s u b s e q u e n t l y  p u r c h a s e d  b y  t h e  art 

d e a l e r  d i r e c t l y  or i n d i r e c t l y  f o r  the art d e a l e r ' s  o w n  a c c o u n t .

(b) A  w a i v e r  u n d e r  (a) o f  this s e c t i o n  m a y  n o t  i n u r e  to the 

b e n e f i t  of  the art d e a l e r ' s  c r e d i t o r s  in a m a n n e r  t h a t  is i n c o n s i s­

te n t  w i t h  the a r t i s t ' s  r i g h t s  u n d e r  A S  4 5 . 6 7 . 0 1 0 .

Sec. 4 5 . 6 7 . 0 3 0 .  R E T U R N  T O  A R T I S T .  U n l e s s  the a r t i s t  a n d  art 

d e a l e r  h a v e  o t h e r w i s e  a g r e e d  in w r i t i n g ,  the a r t  d e a l e r  s h a l l  r e t u r n  

a n  u n s o l d  w o r k  o f  art on d e m a n d  o f  the artist.

Sec. 4 5 . 6 7 . 0 4 0 .  A P P L I C A B I L I T Y .  (a) T h e  p r o v i s i o n s  o f  A S  45.-

67.010, 4 5 . 6 7 . 0 2 0 ,  a n d  4 5 . 6 7 . 0 3 0  m a y  n o t  be c o n s t r u e d  to h a v e  an

e f f e c t  u p o n  a w r i t t e n  or o r a l  c o n t r a c t  or a r r a n g e m e n t  in e x i s t e n c e  on 

the e f f e c t i v e  d a t e  o f  th i s  sec t i o n ,  e x c e p t  b y  the m u t u a l  w r i t t e n
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c o n s e n t  o f  the par t i e s .

(b) T h e  p r o v i s i o n s  o f  A S  4 5 . 6 7 . 0 1 0  a n d  4 5 . 6 7 . 0 2 0  a p p l y  n o t w i t h­

s t a n d i n g  the a b s e n c e  of, o r  a c o n f l i c t  w ith, a w r i t t e n  a g r e e m e n t  

b e t w e e n  the a r t i s t  a n d  the a r t  d e a l e r  c o n c e r n i n g  a n y  m a t t e r  c o v e r e d  b y  

A S  4 5 . 6 7 . 0 1 0  a n d  4 5 . 6 7 . 0 2 0 .  I n  t h e  e v e n t  o f  a c o n f l i c t  b e t w e e n  

A S  4 5 . 6 7 . 0 1 0 ,  4 5 . 6 7 . 0 2 0 ,  or 4 5 . 6 7 . 0 3 0  a n d  A S  45.01 - AS  4 5.09 ( U n i f o r m  

C o m m e r c i a l  Code) or o t h e r  p r o v i s i o n  o f  law, the p r o v i s i o n s  o f  A S  45.-

67.010, 4 5 . 6 7 . 0 2 0 ,  a n d  4 5 . 6 7 . 0 3 0  g o v e r n .

Sec. 4 5 . 6 7 . 0 5 0 .  R I G H T  T O  R E P R O D U C E  W O R K S  O F  ART. (a) W h e n  a 

w o r k  o f  a r t  is s o l d  or  o t h e r w i s e  t r a n s f e r r e d  b y  or  o n  b e h a l f  o f  the 

a r t i s t  w h o  c r e a t e d  it, o r  the h e i r s  or  p e r s o n a l  r e p r e s e n t a t i v e s  of  the 

artist, t h e  r i g h t  o f  r e p r o d u c t i o n  is r e s e r v e d  to the g r a n t o r  u n t i l  it 

p a s s e s  i n t o  the p u b l i c  d o m a i n  b y  a c t  or o p e r a t i o n  o f  law, u n l e s s  the 

r i g h t  is s o o n e r  e x p r e s s l y  t r a n s f e r r e d  b y  an  i n s t r u m e n t ,  note, or 

m e m o r a n d u m  i n  w r i t i n g  s i g n e d  b y  the o w n e r  of  the r i g h t  or a n  a u t h o r­

i z e d  a g e n t  of  the owner.

(b) W h e n  a n  e x c l u s i v e  o r  n o n e x c l u s i v e  c o n v e y a n c e  o f  a r i g h t  of 

r e p r o d u c t i o n  is m a d e  b y  t h e  h o l d e r  o f  the right, or the h o l d e r ' s
I

a u t h o r i z e d  agent, o w n e r s h i p  o f  t h e  p h y s i c a l  a r t  w o r k  is p r e s u m e d  to j 

r e m a i n  w i t h  a n d  b e  r e s e r v e d  to t h e  g r a n t o r  u n l e s s  e x p r e s s l y  t r a n s­

f e r r e d  in  w r i t i n g  s i g n e d  b y  t h e  g r a n t o r  or  the g r a n t o r ' s  a u t h o r i z e d  

a gent. ^

(c) T h i s  s e c t i o n  m a y  n o t  b e  c o n s t r u e d  to p r o h i b i t  the f a i r  u s e  

of  a w o r k  o f  a r t  or to c o n f l i c t  w i t h  f e d e r a l  c o p y r i g h t  law.

Sec. 4 5 . 6 7 . 1 0 0 .  D E F I N I T I O N S .  In  this c h a p t e r ,  u n l e s s  the c o n­

text  o t h e r w i s e  r e q u i r e s ,

(1) " a r t i s t "  m e a n s  the c r e a t o r  of  a w o r k  o f  art or, if 

d e c e a s e d ,  the h e i r s  or p e r s o n a l  r e p r e s e n t a t i v e s  o f  the creator;

(2) " a r t  d e a l e r "  m e a n s  a p e r s o n  e n g a g e d  in the b u s i n e s s  of

-3- SCS C S H B  5 1 7 (L&C) / .
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1 s e l l i n g  w o r k s  o f  art, o t h e r  t h a n  a p e r s o n  e x c l u s i v e l y  e n g a g e d  i n  the

2 b u s i n e s s  of  s e l l i n g  g o o d s  at p u b l i c  a u c t i o n ;

3 (3) " c o n s i g n m e n t "  m e a n s  t h a t  n o  t i t l e  to or e s t a t e  i n  the

g o o d s  or  r i g h t  to p o s s e s s i o n  s u p e r i o r  to th a t  o f  the c o n s i g n o r  v e s t s  

in the c o n s i g n e e ,  n o t w i t h s t a n d i n g  the c o n s i g n e e ' s  p o w e r  or  a u t h o r i t y  

to t r a n s f e r  a n d  convey, to t h i r d  p e r s o n ,  all o f  the right, t i t l e  and

7 i n t e r e s t  o f  the c o n s i g n o r ,  in a n d  to the goods?

8 ii (4) " c r e d i t o r "  h a s  the m e a n i n g  g i v e n  in A S  4 5 . 0 1 . 2 0 1  ;

9 (5) " r i g h t  o f  r e p r o d u c t i o n "  m e a n s  a r i g h t  to r e p r o d u c e ,

10 p r e p a r e  d e r i v a t i v e  w o r k s  of, d i s t r i b u t e  c o p i e s  of, or p u b l i c l y  d i s p l a y
»

1 1 a w o r k  o f  art;

12 (6) " w o r k  of  a r t "  m e a n s  a p a i n t i n g ,  s c u l p t u r e ,  d r a w i n g ,

13 w o r k  o f  g r a p h i c  art, p h o t o g r a p h ,  or c r a f t  work, in a n y  m e d i u m .

14 |i

15 :

I!
17 j
il

18j 

19 j 

20! I

21 i!
ii

22!;
j

23 |j

24 i 

25|!
26!!

27 ii

28!!lj

29 |

SCS CSHB 5 1 7 (L&C) - 4 -



Revisio.. Date: —

<\ <• S T A T E  O F  A LA SKA - 19SS L E G IS L A T IV E  S E S S IO N
F IS C A L  N O T EN ; <\ \  MI; •

REQUEST
Bill/Resolution N o .  r qvB 517 (L&C )
T i l le : "An Act r e l a t i n g  to  th e  p r i v a t e  
s a le  and  consignm en t o f  w orks o f  a r t . "

Sponsor: Repr. Gruenberg
Requestor; House Labor & Commerce 

Date of Request: February 11, 1986

FISCAL DETA IL

Agency Affected: . D e p a r t m e n t  of Lav 
B R U ; L e g a l  Services_______________

Components : Lega l S e rv ic e s Ope ra t io ns

EXPENDITURES/REVENUES : (Thousands of Dollars)
O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

P E R S O N A L  SERVICES
T R AVEL
C O N T R A C T U A L
SUPPLIES

EQUIPMFNT

L A N D  &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS i •

T O T A L  O P E ” M I N G -0- -0- - 0 - - 0 - -0-

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 -

-
POSITIONS :

FULL-TIME 
p a : .T-TIME 
T E M P O R A R Y

- 0- I0 I1o1 - 0 - -0-
1

1

ANALYSIS : ^ '
------------- T h i s  b i l l  -ets o u t  s o m e  o f  t h e  p r o p e r t y  r i g h t s  o f

a r t i s t s ,  p r o v i d i n g  f o r  t h e  s a l e  a n d  c o n s i g n m e n t  o f  w o r k s  o f  a r t
u n d e r  T i t l e  45. T h e  t i l l ,  w h i c h  a d d s  a n e w  C h a p t e r  t o  t h i s
T i t l e ,  d o e s  n o t  c o n t a i n  p e n a l t y  p r o v i s i o n s .  A n y  d i s p u t e s  a r i s i n g

f r o m  t h e  p r o v i s i o n s  o f  t h e  b i l l  w o u l d  b e  c i v i l  m a t t e r s  b e t w e e n
p r i v a t e  p a r t i e s  a n d  w o u l d  n o t  i n v o l v e  t h e  D e p a r t m e n t  o f  L a w .

c / j © - /
Richard I. Pegues, f m

nistrativye Services D i v i s i o n

f\_ r iA  r^j~  £ x a /
sioner: H arold M. Bgovn. Attorn

Prepared by: Richard I. Pegues, M r e c t o r    Phone: A 6 5 - 3 6 7 2

Division : A d m i n i s t r a t i v e  Servic.es D i v i s i o n     Date; 1 2 / 1 2 / 8 6

Approved by Commissioner: H arold M. Attorney G e n eral Date: 2 / 1 2 / 8 6

Agency: D e p a r t m e n t  of L a w _______________________________________

FISCAL NTOE



I, the undersigned, an employee o f  the State o f Alaska, do hereby certify

that the microfilm images on this microform are accurate reproductions

o f  the original records o f the State o f Alaska as accumulated during the 
*

regular course o f business, and that it is the established policy and practice 

o f this State to microfilm its records and to dispose o f the original records 

after microfilm reproductions have been made.

J t t f r A Q A- . ,
/ /  Signature o f Camera Operator Date

02-619 (R EV  8/78)





CHAIRMAN'S INFORMATION: SCS CSHB 5 2 2 (L&C)

1) B IL L  T IT L E : "A n  a c t  r e l a t i n g  t o  an in s u r a n c e  b r o k e r ' s
r e c e i p t  o f  p rem ium  p a ym e n ts , t h e  
c a n c e l l a t i o n  o r  n o n r e n e w a l o f  i n s u r a n c e  
p o l i c i e s ,  and p r o v i s i o n  o f  m e d i c a l 
m a l p r a c t i c e  i n s u r a n c e  f o r  n u r s e s  a n d n u r s e  
m i d w i v e s . "

a ) I n t r o d u c e d :  Rep Sund

b ) C o - s p o n s o r s :

2) INTENT : T h i s  m e a s u re  c o n t a i n s  p o r t i o n s  o f  v a r i o u s
i n s u r a n c e  " r e f o r m "  p r o p o s a l s  w h ic h  h a v e  b e e n 
h e a r d  i n  c o m m i t t e e  t h i s  y e a r .  Among t h e s e  a r e  
p a ym e n ts  t o  b r o k e r s ,  c a n c e l l a t i o n  n o t i f i c a t i o n s ,  
and n o t i f i c a t i o n  f o r  n o n r e n e w a l o f  i n s u r a n c e  
p o l i c i e s .  I t  a l s o  e x p a n d s MICA p r o v i s i o n s  t o  
o f f e r  i n s u r a n c e  t o  n u r s e s  and n u r s e  m id w i v e s .
The v e r s i o n  w h i c h  p a s s e d  t h e  House c o n t a i n e d  
la n g u a g e  w h i c h  w o u ld  p r o v i d e  f o r  a n u r s e  o r  n u r s e  
m i d w i f e  t o  h o l d  a s e a t  on t h e  MICA B o a r d , and I  
h a v e d e l e t e d  t h a t  p r o v i s i o n  i n  t h e  SCS.

F ISCAL NOTE: 0

3) ADD IT IONAL REFERRALS: J u d i c i a r y  and R u le s

4 ) PUBLIC HEARINGS:

a) S p o n s o r :

b ) P u b l i c  W i t n e r s e s :

5) B IL L  ACTION:

a ) H o ld  i n  c o m m i t t e e ?
b ) A s s ig n  t o  su b c o m m i t t e e  f o r  f u r t h e r  r e v ie w ?
c ) Move f r o m  c o m m i t t e e ?
d ) C lo s e  p u b l i c  h e a r i n g s ?

6) COMMITTEE ACTION?

a ) amendmen ts?
b ) CS a d o p t i o n ?  Need t o  a d o p t t h e  L&C SCS, p l u s  t h e

t i t l e  c h a n g e ; An SCR was i n t r o d u c e d  
t h i s  m o r n in g  t o  e f f e c t  t h a t  c h a n g e .



CS HB 522 ( J u d i c i a r y )

OVERVIEW
/

P r e p a r e d  b y  Rep . J o h n  S u n d 's  o f f i c e .  
A p r i l  2 7 , 1986

OBJECTIVE OF THE B IL L

The p u r p o s e  o f  H ouse B i l l  522 i s  t o  a p p r o a c h  t h e  e f f e c t s  o f  
t h e  in s u r a n c e  c r i s i s  t h r o u g h  t i g h t e n i n g  v a r i o u s  i n s u r a n c e  
r e g u l a t i o n s  and e x p a n d in g  t h e  M e d i c a l I n d e m n i t y  C o r p o r a t i o n  o f  
A l a s k a .

WHAT TH IS B IL L  DOES

1 . R e g a rd s p rem ium  p a ym e n ts t o  i n s u r a n c e  b r o k e r s  as p a ym e n ts  
d i r e c t l y  t o  t h e  i n s u r a n c e  com pan y . T h i s  w i l l  p r e v e n t  
a l l e g e d  n o n p a ym e n t o f  p rem ium  c a n c e l l a t i o n s  b e c a u s e  a 
b r o k e r  w a l k e d  o f f  w i t h  t h e  p a ym e n t .

2 . C l a r i f i e s  a c c e p t e d  r e a s o n s  f o r  c a n c e l i n g  a p e r s o n a l l i n e  
( a u t o  and h om e o w n e r 's ) i n s u r a n c e  p o l i c y  and i n c r e a s e s  t h e  
t im e  r e q u i r e m e n t f o r  n o t i f i c a t i o n  o f  c a n c e l l a t i o n  f r o m  20 
d a y s t o  60 d a y s  w i t h  c e r t a i n  e x c e p t i o n s .  I t  a l s o  r e q u i r e s  a 
s t a t e d  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

3 . E s t a b l i s h e s  c r i t e r i a  f o r  c a n c e l i n g  a b u s i n e s s  o r  c o m m e r c ia l 
i n s u r a n c e  p o l i c y  a n d r e q u i r e s  60 d a y s n o t i c e  o f  
c a n c e l l a t i o n  w i t h  c e r t a i n  e x c e p t i o n s .  I t  a l s o  r e q u i r e s  a 
s t a t e d  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

4 . E s t a b l i s h e s  a 45 d a y  n o t i c e  o f  n o n r e n e w a l f o r  b u s in e s s  and 
c o m m e r c ia l p o l i c i e s .

5 . E x p a n d s t h e  M e d i c a l I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a  (MICA) 
t o  o f f e r  i n s u r a n c e  t o  n u r s e s  a n d n u r s e  m id w iv e s  and a dd s a 
n u r s e  o r  n u r s e  m id w i f e  t o  t h e  M ICA b o a r d  o f  d i r e c t o r s .

WHY TH IS B IL L  IS  NEEDED

W h i l e  we h a v e b e e n  a t t a c k i n g  t h e  i n s u r a n c e  c r i s i s  p r i m a r i l y  
f r o m  t h e  t o r t  r e f o r m  a n g l e  and t h e  p o o l i n g  c o n c e p t ,  we ca n 
a l s o  h e l p  t h e  s i t u a t i o n  t h r o u g h  i n s u r a n c e  r e g u l a t i o n  r e f o r m .

N o t o n l y  i s  i t  t r a u m a t i c  t o  h a v e  y o u r  i n s u r a n c e  c a n c e l e d ,  i t  
i s  w o r s e  t o  h a v e i t  c a n c e le d  w i t h o u t  a d e q u a te  n o t i c e  so t h a t  
o t h e r  c o v e r a g e  c a n  be s o u g h t .  We now h a v e  no la w  t h a t  r e q u i r e s  
a d v a n c e  n o t i c e  o f  c a n c e l l a t i o n  o f  b u s i n e s s  o r  c om m e rc ia ] 
i n s u r a n c e .  T h i s  b i l l  w o u ld  g i v e  t h e  i n s u r e d  60 d a y s  t o  f i n d  
a l t e r n a t e  c o v e r a g e .

T h i s  b i l l  a l s o  h e l p s  t h o s e  n u r s e s  who a r e  w o r k i n g  i n  h i g h - r i s k  
f i e l d s ,  s u c h  as c h i l d b i r t h ,  and c a n n o t f i n d  i n s u r a n c e  
c o v e r a g e . MICA w o u ld  now be a v a i l a b l e ^ t o  th em .

The b i l l  c a r r i e s  a z e r o  f i s c a l  n o t e  and. i s  s u p p o r t e d  b y  t h e  
D i v i s i o n  o f  I n s u r a n c e .



CS HB 522 ( J u d i c i a r y )

SECTIONAL ANALYSIS 
P r e p a r e d  b y  Rep . J o h n  S u n d 's  o f f i c e .

S e c t i o n  1 : Page 1 , l i n e  1 3 : amends AS 2 1 . 2 7 . 2 0 0  (a ) b y  s t a t i n g  
t h a t  a b r o k e r  i s  n o t  an a g e n t f o r  t h e  i n s u r e r ,  e x c e p t a s 
p r o v i d e d  i n  (c ) ( s e e  S e c t i o n  2 b e l o w ) . N o t h i n g  i n  t h i s  
s e c t i o n  i s  i n t e n d e d  t o  ch a n g e common la w  on a g e n c y .

S e c t i o n  2 ; Page 1 , l i n e  2 2 : add s t h e  new s u b s e c t i o n  (c ) 
r e f e r r e d  t o  a b o v e . T h i s  makes t h e  b r o k e r  t h e  a g e n t o f  t h e  
i n s u r e r  f o r  t h e  p u r p o s e  o f  c o l l e c t i n g  p rem ium s .

T h i s  i s  im p o r t a n t  t o  t h e  D i v i s i o n  o f  I n s u r a n c e  and g i v e s  t h e  
i n s u r e d  m o re l a t i t u d e  i n  p rem ium  p a ym e n ts . When t h e  b r o k e r  
r e c e i v e s  a p rem ium  p a ym e n t , i t  i s  t r e a t e d  as i f  t h e  
i n s u r a n c e  com pany h a s r e c e i v e d  i t .  T h i s  p r o t e c t s  t h e  i n s u r e d  
a n d p r e v e n t s  p o l i c y  c a n c e l l a t i o n  due t o  n o n p a ym e n t o f  
p rem ium s b e c a u s e  an u n s c r u p u l o u s  b r o k e r  w a lk e d  o f f  w i t h  t h e  
c a s h . A c c o r d i n g  t o  t h e  d i v i s i o n ,  t h i s  s e c t i o n  c o u l d  sa v e  
many th o u s a n d s  o f  d o l l a r s  p e r  y e a r  f o r  t h e  c o n s um e r .

S e c t i o n  3 ; Page 1 , l i n e  2 8 : amends p r e s e n t  s t a t u t e  on l i m i t s  
on c a n c e l l a t i o n  b y  c l a r i f y i n g  t h a t  i n s u r e r s  c a n n o t c a n c e l a 
p e r s o n a l a u t o m o b i l e  i n s u r a n c e  p o l i c y  u n l e s s  p rem ium s a r e n ' t  
p a i d  o r  t h e  i n s u r e d ' s  l i c e n s e  i s  r e v o k e d  o r  s u s p e n d e d .

S e c t i o n  4 ; Page 2 , l i n e  1 1 : amends t h e  r e a s o n s  f o r  w h i c h  
l i m i t s  on c a n c e l l a t i o n  i n  t h i s  s e c t i o n  d o n ' t  a p p l y :

1) f a i l u r e  t o  re n ew  a p o l i c y  u n l e s s  i t  was i n  f o r c e  f o r  
l e s s  t h a n  12 m o n th s . ( T h i s  i s  a l r e a d y  i n  s t a t u t e . )

2) a p o l i c y  t h a t  i s  l e s s  t h a n  60 d a y s o l d ,  u n l e s s  i t  i s  a 
r e n e w a l .

3) an a u t o m o b i l e  a s s i g n e d  r i s k  o r  a u t o m o b i l e  i n s u r a n c e  
p l a n .

4) a p o l i c y  i n s u r i n g  m o re t h a n  f o u r  v e h i c l e s .
5) a p o l i c y  c o v e r i n g  a b u s in e s s  r e l a t e d  t o  a u t o m o b i l e s .

S e c t i o n  5 ; Page 2 , l i n e  2 8 : amends p r e s e n t  s t a t u t e  on l i m i t s  
o n c a n c e l l a t i o n  b y s p e c i f y i n g  t h a t  t h e  f o l l o w i n g  l i m i t s  
a p p l y  o n l y  t o  p e r s o n a l i n s u r a n c e  o t h e r  t h a n  p e r s o n a l a u t o  
i n s u r a n c e :

1) n o n p a ym e n t o f  p re m iu m s .
2) c o n v i c t i o n -  o f  a c r im e  t h a t  i n c r e a s e s  i n s u r e d ' s  r i s k .
3) d i s c o v e r y  o f  f r a u d  o r  m i s r e p r e s e n t a t i o n  b y  i n s u r e d .
4 ) d i s c o v e r y  o f  n e g l i g e n t  a c t  o r  o m is s i o n  t h a t  i n c r e a s e s  

i n s u r e d ' s  r i s k .
5) p h y s i c a l  ch a n g e i n  i n s u r e d ' s  p r o p e r t y  m a k in g  i t

SECTIONAL ANALYSIS



u n in su ra b le .

S e c t i o n  6 : Page 3 , l i n e  1 3 : p la c e s  l i m i t s  on c a n c e l l a t i o n  o f  a 
b u s i n e s s  o r  c o m m e r c ia l p o l i c y .  No p r o v i s i o n s  now e x i s t  i n  
la w  t o  l i m i t  c o m m e r c ia l i n s u r a n c e  c a n c e l l a t i o n .  The l i m i t s  
a r e  t h e  same a s i n  S e c t i o n  6 ( p e r s o n a l i n s u r a n c e ) , b u t  
a d d i t i o n a l  r e a s o n s  s p e c i f i c  t o  c o m m e r c ia l i n s u r a n c e  a r e  
a d d e d .

T h i s  s e c t i o n  a l s o  p r o v i d e s  i n  (b ) , Page 4 , l i n e  2 3 , f o r  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  t o  d e t e rm i n e  on a c a s e  
b y  c a s e  b a s i s  w h e t h e r  a r e a s o n  f o r  c a n c e l l a t i o n  n o t  l i s t e d  
i n  t h i s  s e c t i o n  i s  j u s t i f i e d .

S e c t i o n  7 ; Page 4 , l i n e  2 5 : i n c r e a s e s  t h e  n o t i c e  o f
c a n c e l l a t i o n  o f  a p e r s o n a l i n s u r a n c e  p o l i c y  f r o m  20 d a y s t o  
60 d a y s  b e f o r e  t h e  c a n c e l l a t i o n  d a t e .  I f  n o n p a ym e n t o f  
p rem ium  i s  t h e  r e a s o n  f o r  c a n c e l l a t i o n ,  h o w e v e r , n o t i c e  m u s t 
b e s e r v e d  w i t h i n  10 d a y s , w h i c h  i s  p r e s e n t  la w .

T h i s  s e c t i o n  a l s o  r e q u i r e s  t h a t  t h e  n o t i c e  i n c l u d e  a 
s t a t e m e n t  o f  t h e  r e a s o n  f o r  c a n c e l l a t i o n .

S e c t i o n  8 ; Page 5 , l i n e  9 : r e q u i r e s  t h e  same t im e  f r a m e  f o r  
c a n c e l l a t i o n  o f  b u s i n e s s  o r  c o m m e r c ia l i n s u r a n c e  as t h a t  f o r  
p e r s o n a l l i n e s  a s c i t e d  a b o v e .

U n e a rn e d  p rem ium  m u s t b e r e t u r n e d  o r  c r e d i t e d  b e f o r e  t h e  
c a n c e l l a t i o n  e f f e c t i v e  d a t e  u n l e s s  t h e  c a n c e l l a t i o n  i s  f o r  
n o n p a ym e n t . I n  t h a t  c a s e , t h e  u n e a r n e d  p rem ium  m u s t be 
r e t u r n e d  o r  c r e d i t e d  w i t h i n  45 d a y s a f t e r  t h e  c a n c e l l a t i o n  
d a t e .

P o l i c y  p rem ium s s u b j e c t  t o  a u d i t  a r e  a l s o  e x em p t f r o m  t h e  
a b o v e  r e f u n d  r e q u i r e m e n t .  The a u d i t  m u s t b e d on e w i t h i n  30 
d a y s  o f  t h e  c a n c e l l a t i o n  d a t e  and t h e  u n e a r n e d  p rem ium  m u s t 
b e r e t u r n e d  o r  c r e d i t e d  w i t h i n  30 d a y s o f  t h e  a u d i t  
c o m p l e t i o n .

S e c t i o n  9 ; Page 6 , l i n e  2 : c l a r i f i e s  t h a t  t h e  p r e s e n t  la w
r e q u i r i n g  r e n e w a l o f  p o l i c i e s  t h a t  a r e  i n  f o r c e  l e s s  t h a n  12 
m o n th s  p e r t a i n s  o n l y  t o  p e r s o n a l l i n e s .

T h i s  s e c t i o n  a l s o  a d d s b u s in e s s  and c o m m e r c ia l l i n e s  t o  t h e  
r e q u i r e m e n t s  f o r  n o t i c e  o f  n o n re n e w a l w i t h  a 45 d a y n o t i c e  
p e r i o d .  P e r s o n a l l i n e s  r e q u i r e  o n l y  20 d a y s n o t i c e  o f  
n o n r e n e w a l .

T h i s  s e c t i o n  d o e s n ' t  a p p l y  i f  t h e  i n s u r e r  i n  g o o d f a i t h  was 
w i l l i n g  t o  re n e w , i f  p rem ium s w e r e n ' t  p a i d  on t h e  e x p i r i n g



p o l i c y ,  o r  i f  p rem ium s w e r e n ' t  p a i d  a s r e q u i r e d  f o r  r e n e w a l .

S e c t i o n  1 0 : Page 6 , l i n e  1 9 : i s  h o u s e k e e p in g  on t h e
r e q u i r e m e n t  t o  n o t i f y  t h o s e  d e n i e d  a u t o  l i a b i l i t y  i n s u r a n c e  
o f  t h e  a u t o  a s s i g n e d  r i s k  p l a n .

S e c t i o n  1 1 ; Page 6 , l i n e  2 9 : D e f i n i t i o n s .

S e c t i o n  1 2 ; Page 8 , l i n e  2 4 : amends t h e  makeup o f  t h e  M e d i c a l 
I n d e m n i t y  C o r p o r a t i o n  o f  A la s k a  (M ICA ) b o a r d  o f  d i r e c t o r s  b y 
r e d u c i n g  t h e  n um be r o f  p h y s i c i a n s  f r o m  f o u r  t o  t h r e e  and 
a d d in g  a l i c e n s e d  n u r s e  o r  n u r s e  m i d w i f e  t o  t h e  b o a r d . The 
r e a s o n  f o r  t h e  ch a n g e i s  t h a t  u n d e r  t h i s  b i l l ,  n u r s e s  w o u ld  
be e l i g i b l e  f o r  c o v e r a g e  t h r o u g h  MICA (s e e  s e c t i o n  1 4 ) .

S e c t i o n  1 3 ; Page 9 , l i n e  1 5 : amends M ICA s t a t u t e  b y  a l l o w i n g  
n u r s e s  and n u r s e  m id w iv e s  t o  be a s e p a r a t e  e n t i t y  f o r  
c o v e r a g e .

S e c t i o n  1 4 ; Page 1 2 , l i n e  1 0 : D e f i n i t i o n s .

S e c t i o n  1 5 ; Page 1 2 , l i n e  1 6 : r e p e a l s  s t a t u t e s  t h e  i n t e n t  o f  
w h ic h  a r e  c o v e r e d  e ls e w h e r e  i n  t h i s  b i l l .



CSHB 522(L & C ): "An Act relating to payment of insurance premiums,

cancellation of insurance policies, and the provision of 
medical malpractice insurance for nurse midwives; and 

providing for an effective date."

The Department favors passage of this proposed legislation.

Sections 1 & 2 of this bill would provide that, for purposes of receiving 

payment of an insurance premium, a broker is legally considered an agent of 

the insurance company. This legislation does not give the broker the 
ability to bind coverage with an insurance company that has not given him 

that authority. The insurance agent has a direct contractual relationship 
with the insurance company in which it places business. The effect of this 

is that when an agent receives premium from an insured, it is the : ame as 

though the insurance company had received the funds, even if the insurance 

company never receives the money.

The situation with a broker is not as clear. ' The broker by definition 

represents the insured, not the insurance company. While it is possible 
that a legal argument could be made to attempt to treat the broker as an 

agent of the insurer, this must be done in court on a case by case basis.

During the past two years, it has become clear that a similar law is needed

for brokers. Two large broker insolvencies have occurred where insureds 
have paid the broker who in turn has failed to remit those funds to the 

insurer resulting in cancellation of coverage for nonpayment of premium.
The insured then suffers a loss of coverage and m o n i e s . In most cases, the 

insured person did not know in which capacity the producer was acting, let 
alone understand and appreciate the distinction.

Sections 3 - 1 0  and 14 address cancellation of commercial insurance 
policies. Linder existing law, there is a limitation on cancellation of 

personal lines policies such as automobile insurance policies and 

homeowners insurance policies. A part of this law also establishes minimum 

amounts of time when a cancellation is issued and requires a reason for any 
cancellation or rionrenev/al of coverage. These minimums and reasons do not 
currently apply to business or commercial policies.

This proposal will provide for a 60 day notice time that a company must

give when it cancels an insurance policy, other than personal lines of 

insurance. It also requires that any unearned premium shall be returned 

prior to the effective date of cancellation unless cancellation is for 
nonpayment of premium.

The need for this request arises from the tightening insurance markets. As 

companies are reducing the amount of insurance they are writing, they are 
eliminating entire classes of insurance from their book of business and 

they are often cancelling policies of those insureds who have suffered 

losses. The Alaskan consumer needs adequate notice in order to be able to 

find an alternate insurer in the event that his policy is cancelled.

-  POSITION PAPER
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To accomplish this, it is necessary to substantially rearrange AS 21.36.210 

- AS 21.36.310. The changes do not revise the impact of those sections of 
law on personal lines. It does make some of those provisions appl-'caole to 
business or commercial insurance.

We recommend that the notice period for a nonpayment cancellation remain 

unchanged. This means removing the chanae made on page 3, line 24. and 

changing the 20 days on page 4, line 4 to read 10 days. The logic for this 

is that a person about to receive notice for nonpayment generally knows 
that payment has not been made. 10 days is adequate.

Sections 1 1 - 1 3  provide that nurse midwives can purchase medical 

malpractice insurance from the Medical Indemnity Corporation of Alaska 

(MICA). This will provide an additional market that the nurse midwife 
would have available if required. We would recommend that Section 11 on 

page 7, lines 9 - 29 be omitted. There are 1200 physicians licensed by the 

state who are conceivably eligible for coverage from MICA while there are 
only 21 licensed nurse midwives who might be eligible for coverage from 
MICA with passage of this bill. That is not a reasonable basis for 

changing the makeup of the governing board of MICA. This feature should 
remain unchanged.

Toren H. Lounsbury, Commissioner 

Department of Commerce & Economic

Development

"Johi/ iyr GG o r g " i r e  cTtrjr-o-f Insurance



A m E R I C A n  C O L L E G E  O F  n U R S E - m i D W I V E S ,  

A LA S K A CHAPTER

Ap r i l 30 ,1986

S e n a to r B e t t y e  Fah re n kam p 
Cha irm an , Sena te HESS C om m it te e
A la ska S ta te  L e g is la tu re  My ?
Pouch U (MS 3100 ) ' 595
Ju n ea u , A la ska 99811

Or a r S e n a to r Fah re n kam p :

fo l l o m - u p  o f m y M a rc h le t t e r , I am m r i t i n g  to  in f o rm  you t h a t an 
am e n dm e n t f o r  th e M ICA s t a t u t e  has been in c o r p o r a te d  in to  House B ill 
522 , J u d ic ia r y  u e rs io n and is no iu on i t s  m a y to  th e  Sena te . This b i l l 
m ou ld m ake i t poss ib le f o r  c e r t i f i e d  n u r s e -m id m iu e s  (CNM 's) to  o b ta in  
l i a b i l i t y  in s u ra n c e f r o m  th e M ed ica l In d em n i t y  C o rp o ra t io n  o f A la ska 
(M ICA ). Thank you f o r  r e f e r r in g  m y re q u e s t to  th e  a p p ro p r ia te  House 
c om m it te e .

I am nom re q u e s t in g  th a t you sp e a rh e a d a cam pa ig n to  m oue i t  
th ro u g h  th e  ne ce s sa ry ch a nn e ls in th e  Sena te p r i o r  to  th e  end o f  th is 
le g is la t iu e  sess ion .

As you kn om , c e r t i f i e d  n u r s e -m id m iu e s lo s t t h e i r  l i a b i l i t y  in s u ra n c e 
n a t io nm id e  as o f J u ly 1985. (See enc lo sed co n g re s s io n a l te s t im o n y  
e n t i t le d  "P ro fe s s io n a l L ia b i l i t y  In s u ra n ce f o r  C e r t i f ie d  N u rs e -M idm iu e s 
-  Cost and A u a i la b i l i t y . " ) The n a t io n a l o rg a n iz a t io n , th e  Am e r ic a n 
Co llege o f N u rs e -M idm iu e s (HCNM) is t r y in g  to  fo rm  i t s  o m r in s u ra n c e 

com pa n y b u t fa c e s m an y o b s ta c le s . I t  is c le a r ly  go in g to  ta k e  m an y 
m on th s b e fo r e  a nem p ro g ram  is in p la ce . The c e r t i f i e d  
n u r s e -m idm iu e s in A la ska do n o t haue 'm a n y m o n th s ' b e fo r e  c u r r e n t 
po l ic ie s e x p ir e .

B f th e  29 c e r t i f i e d  n u rs e -m idm iu e s in A la ska , 13 a re in c l in ic a l 
p ra c t ic e s th a t in c lude d e l iu e r ie s . E igh t p e r c e n t (1 ,0 48 ) o f A la skan 
b i r t h s  m e re a t te n d e d  by CNM's in 1985. P ra c t ic e s u a r y  m i tn  one CNM 
a t te n d in g  28% o f th e b i r t h s  a t th e A laska N a t iu e  M ed ic a l C e n te r and 
f o u r  CNM's a t te n d in g  20% o f th e b i r t h s  a t Humana H osp i ta l in
Ancho r f tn p
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Th ree o f th e  f o u r  CNM's w i t h  p r iu i le g e s a t Humana fa c e an u n c e r ta in  
fu t u r e  as t h e i r  te m p o r a r y  l i a b i l i t y  p o l ic ie s w i l l e x p i r e  by S e p tem b e r 
3 0 th . T h e ir c o l ia h o ra t iu e  p h y s ic ia n s do n o t c a r r y  l i a b i l i t y  in s u ra n c e so 
th e s e n u r s e -m id m iu e s  do n o t h au e th e o p t io n  o f b e in g coue red u n d e r 
th e p h y s ic ia n 's 'um b re l la ' p o l ic y .

Two CNM's in H om e r and a n ew  CNM in Kena i a re 'go ing b a re ' because 
th e y  haue no o th e r  o p t io n s .

The Ju n ea u CNM p la n s to c lo se h e r p ra c t ic e  th is  J u ly  un le ss an 
a l t e r n a t i u e  l i a b i l i t y  p o l ic y b e c om e s aua i la b le .

C e r t i f ie d  n u r s e -m id w iu e s  d id n o t lose t h e i r  m a s te r p o l ic y due *o h igh 
la w s u i t r a t e s  am on g th e m em b e rs h ip , fls I am su re you a re aw a re , 
th e r e  is a g e n e ra l c r is is in th e e n t i r e  l i a b i l i t y  in s u ra n c e in d u s t r y  and 
w e  haue s im p ly becom e one o f i t s  u ic t im s . In th e  la s t 10 ye a rs , on ly 
s ix p e r c e n t o f th e  n a t io n a l m em b e rs h ip  has been sued . In c o n t r a s t , 
60% o f th e n a t io n s 's o b s te t r i c ia n s  haue had s u i ts  b ro u g h t a ga in s t

In s u ra n c e com pa n ie s u ie w  us as a r is k  becau se w e  d e i iu e r bab ies and 
th e  long s t a t u t e  o f l im i t a t i o n s  (21 y e a rs ) m a ke s i t  im po ss ib le f o r  a 
com pa n y to  p re d ic t i t s  losses . In o u r f a u o r is th e  fa c t t h a t w e a re th e 
e x p e r t s  o f 'n o rm a l ' c h i ld b i r t h , UJe haue s t r in g e n t c r i t e r i a  upon w h ic h 
w e  base o u r s e le c t io n  o f c l ie n t s  and w e  co n s u l t and r e f e r  to 
c o l la b o ra t iu e  p h y s ic ia n s as nee de d . UJe a re he ld to  th e  h ig h e s t 
m ed ic a l s ta n d a rd s o r fa c e d e - c e r t i f i c a t i o n  i f  w e  do n o t m e e t th em .

I f in d  i t i r o n ic  t h a t c e r t i f i e d  n u r s e -m id w iu e s  a re be ing 'p e n a l iz e d ' f o r  
t h e i r  e x p e r t i s e  in o b s te t r i c s  and m id w i f e r y  w h i le  th e  S ta te  passes 
le g is la t io n  s a n c t io n in g  la y m id w i f e r y  t h a t e s s e n t ia l l y  a l lo w s la y 
m id w iu e s to  p ra c t ic e  w i t h  l i t t l e  in t e r f e r e n c e  o r s u p e ru is io n .

C e r t i f ie d  n u r s e -m id w iu e s  haue been p ro u id in g  H laskan con sum e rs a 
ua lu a b ie , s a fe  se ru ic e f o r  o u e r 10 ye a rs , llie  w a n t to co n t in u e to 
se ru e A la skan w om e n  and in f a n t s  b u t a re fa c in g  o u r g re a te s t 
p ro fe s s io n a l ch a l le n g e as th e  la c k o f l i a b i l i t y  in s u ra n c e th r e a te n s  o u r 
u e ry e x is te n c e . UJe f in d  i t p ra c t i c a l and in th e b e s t in t e r e s t o f c l ie n ts 
to  c o u e r o u rs e iu e s w i t h  l i a b i l i t y  in s u ra n c e . P lease g iue y o u r s u p p o r t 
to  HB 522 , J u d ic ia r y  u e rs io n w h e n  i t  re a che s th e  Sena te and p ro u id e 
f o r  an im m e d ia te  e f f e c t i u e  d a te . Our c l ie n ts  w i l l th a n k  you !
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Good m o r n in g . My name i s  K a re n  Ehrnman and I  

r e p r e s e n t  t h e  A m e r ic a n  C o l l e g e  o f  N u r s e -M id w iv e s  (ACNM).

I  h a v e been i n v i t e d  t o  s h a r e  w i t h  y o u  t h e  d i f f i c u l t i e s  

w h i c h  c e r t i f i e d  n u r s e -m id w i v e s  have i n  o b t a i n i n g  

p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  c o v e r a g e .

T h i s  t e s t im o n y  w i l l  c h r o n i c l e  t h e  e x t e n s i v e  y e t  u n ­

s u c c e s s f u l  s t e p s  t h e  C o l l e g e  has ta k e n  on b e h a l f  o f  i t s  

members t o  o b t a i n  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e .  

A d d i t i o n a l l y ,  I  s h a l l  d e s c r i b e  t l  ° o b s t a c l e s  r e s u l t i n g  

f r o m  t h e  d e c i s i o n  made by t h e  C o l l e g e  t o  s t u d y  o u r o p t i o n s  

t o  a s s i s t  n u r s e -m id w i v e s  i n  e s t a b l i s h i n g  an in d e p e n d e n t 

m u t u a l i n s u r a n c e  com pan y .

The im p a c t o f  t h i s  s i t u a t i o n  on A m e r i c a ' s  s m a l l 

b u s in e s s  com m un i ty i s  t w o f o l d :  a p p r o x im a t e l y  o n e - t h i r d  o f  

o u r  members a re  i n  p r i v a t e  p r a c t i c e ;  a n o t h e r  s e gm e n t o f 

o u r  m em be rs h ip  e i t h e r  owns o r p r o v i d e s  m o s t o f t h e  h e a l t h  

c a r e  i n  t h e  n a t i o n ' s  140 b i r t h  c e n t e r s .  U n t i l  now , 

a c c r e d i t e d  b i r t h  c e n t e r s  have been a s u c c e s s  s t o r y  i n  t h e  

s m a l l  b u s in e s s  w o r l d .  D u r i n g  th e  f i r s t  t h r e e  y e a r s  o f 

t h e i r  o p e r a t i o n ,  o n l y  e i g h t  t o  te n  p e r c e n t  o f  t h e s e  

c e n t e r s  f a i l .  By c o n t r a s t ,  tw e l v e  c e n t e r s  ha ve c lo s e d  i n  

1985 —  l a r g e l y  as a r e s u l t  o f  an i n a b i l i t y  t o  o b t a i n  

p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e .

P a g e  2
T e s t i m o n y  ACNM

j



As a r e s u l t  o f  t h e  u n a v a i l a b i l i t y  o f  i n s u r a n c e  f rom  

t h e  p r i v a t e  s e c t o r ,  t h e  e s t a b l i s h m e n t  o f  an in s u r a n c e  

com pany p r o v i d i n g  p r o f e s s i o n a l  l i a b i l i t y  c o v e r a g e  i s  th e  

o n l y  o p t i o n  a v a i l a b l e  t o  n u r s e - m i - w i v e s . W i t h o u t  t h i s  

com pa n y , n u r s e -m id w i v e s  w i l l  be f o r c e d  t o  end t h e i r  

s e r v i c e s  t o  m o th e r s  and c h i l d r e n  a c r o s s  t h e  U " - i t e d  S t a t e s .  

B i r t h  c e n t e r s  w i l l  c l o s e  and p r i v a t e  p r a c t i t i o n e r s  w; i l  

s e e k o t h e r  l i v e l i h o o d s .

B a ck c ~ound on ACNM

The A m e r ic a n  C o l l e g e  o f  N u rs e -M id w i . v e s  (ACNM) i s  th e  

p r o f e s s i o n a l  o r g a n i z a t i o n  f o r  n a t i o n a l l y  c e r t i f i e d  n u r s e -  

m id w iv e s  (CNMs) i n  th e  U n i t e d  S t a t e s .  T h e re  a r e  

a p p r o x im a t e l y  2 ,5 0 0  members o f  t h e  ACNM, r e p r e s e n t i n g  

c l o s e  t o  85% o f  t h e  p r o f e s s i o n .  A f u l l  95% o f t h e  members 

c a r r y  some t y p e  o f p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  

c o v e r a g e .

C e r t i f i e d  n u r s e -m id w i v e s  a r e  h i g h l y  t r a i n e d  h e a l t h  

p r o f e s s i o n a l s .  E d u c a te d  i n  b o t h  n u r s i n g  and m i d w i f e r y ,  

t h e y  a r e  s p e c i a l i s t s  i n  m a t e r n a l and c h i l d  h e a l t h  c a r e . 

T h e y a r e  l i c e n s e d  i n  a l l  f i f t y  s t a t e s  and p r o v i d e  c a r e  t o  

t h e  h e a l t h y  woman b e f o r e ,  d u r i n g  and a f t e r  c h i l d b i r t h .

T h e y a r e  e x p e r t s  i n  n o rm a l g y n e c o l o g i c  and f a m i l y  p la n n i n g  

c a r e .  Each member o t  t h e  C o l l e g e  has been o f f i c i a l l y  

c e r t i f i e d  t h r o u g h  a n a t i o n a l  w r i t t e n  e x a m i n a t i o n .
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The n u r s e -m id w i v e s  w o r k  i n  a v a r i e t y  o f  s e t t i n g s  —  

s u c h  as p r i v a t e  p r a c t i c e s ,  u n i v e r s i t y  t e a c h i n g  h o s p i t a l s ,  

c i t y  h o s p i t a l s ,  r u r a l  o u t r e a c h  c e n t e r s ,  g r o u p  h e a l t h  m a in ­

t e n a n c e  o r g a n i z a t i o n s ,  and h e a l t h  d e p a r tm e n t s .  N u r s e - 

m id w iv e s  d e l i v e r  a b o u t t h r e e  p e r c e n t  o f  t h e  b i r t h s  i n  th e  

U n i t e d  S t a t e s .  A p p r o x im a t e l y  75% o f  t h e  b i r t h s  a t t e n d e d  

by c e r t i f i e d  n u r s e -m id w i v e s  o c c u r  i n  h o s p i t a l s ,  and 

a n o t h e r  15% o c c u r  i n  a c c r e d i t e d  b i r t h  c e n t e r s .

C e r t i f i e d  n u r s e -m id w i v e s  w o rk  i n  c l i n i c a l  

c o l l a b o r a t i o n  w i t h  p h y s i c i a n s .  ACNM s t a n d a r d s  r e q u i r e  

members t o  ha v e an a l l i a n c e  a g re e m e n t and h e a l t h  

c a r e  p r o t o c o l s  w i t h  a p h y s i c i a n  i n  o r d e r  t o  p r a c t i c e .

T h e se a g r e e m e n ts  and p r o t o c o l s  e s t a b l i s h  m echa n ism s f o r  

c o n s u l t a t i o n  and r e f e r r a l  when c o m p l i c a t i o n s  a r i s e .

ACNM a l s o  has re a c h e d  a f o r m a l a g r e e m e n t o u t ­

l i n i n g  a c c e p t a b l e  g u i d e l i n e s  f o r  w o r k i n g  r e l a t i o n s h i p s  

v / i t h  t h e  A m e r ic a n  C o l l e g e  o f  O b s t e t r i c i a n s  and 

G y n e c o l o g i s t s .

D e t a i l s  o f  t h e  C u r r e n t I n s u r a n c e  C r i s i s

S in c e  J u l y ,  1984 , a b o u t 1400 CNMs ha ve had p r o f e s ­

s i o n a l  l i a b i l i t y  i n s u r a n c e  u n d e r a b l a n k e t  ACNM p o l i c y  

w r i t t e n  by t h e  M u tu a l F i r e ,  M a r in e  and I n l a n d  In s u r a n c e  

Company . The r e m a in i n g  1100 members o f  t h e  C o l l e g e  a re

P a g e  4
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in s u r e d  by t h e i r  e m p lo y e r s  —  h o s p i t a l s ,  

m a in te n a n c e  o r g a n i z a t i o n s ,  e t c .

M u t u a l F i r e  n o t i f i e d  ACNM i n  M ay , 1985 t h a t  t h e  

p o l i c y  w o u ld  n o t be renew ed on J u l y  1 , 1 9 8 5 . ACNM's 

 in s u r a n c e  was n o t re n ew ed b e c a u s e o f  g e n e r a l c o n d i t i o n s

i n  t h e  in s u r a n c e  i n d u s t r y  —  t h e  u n a v a i l a b i l i t y  o f  r e i n ­

s u r a n c e  —  and n o t b e c a u s e o f  i t s  m em be rs ' p r o f e s s i o n a l  

p e r f o rm a n c e . S u i t s  have been f i l e d  a g a i n s t  o n l y  s i x  

p e r c e n t  o f a l l  n u r s e -m id w i v e s  —  a num be r n o t c o n s i d e r e d  

h ig h  among m e d i c a l p r o f e s s i o n a l s .  By c o m p a r i s o n , 6 6 .9  

p e r c e n t  o f o b s t e t r i c i a n s  ha ve been su e d a t  l e a s t  once 

a c c o r d i n g  t o  th e  A m e r ic a n  C o l l e g e  o f  O b s t e t r i c i a n s  and 

G y n e c o l o g i s t s .  I n  a d d i t i o n  t o  t h e  n o n - r e n e w a l o f  t h e  

b l a n k e t  p o l i c y ,  o v e r 300 i n d i v i d u a l  c e r t i f i c a t e s  o f 

in s u r a n c e  we re c a n c e l l e d  t h i s  p a s t  J u l y .  These 

c a n c e l l a t i o n s  a c c o u n te d  f o r  a l l  o f  t h e  i n d i v i d u a l  

c e r t i f i c a t e s  o f in s u r a n c e  w r i t t e n  a f t e r  Decem be r 3 1 , 1 9 8 4 ; 

t h e  r e m a in i n g  1100 p o l i c i e s  e x p i r e d  by D e cem be r , 1 9 8 5 .

H i s t o r y  o f  I n s u r a n c e  C o ve ra g e

S in c e  th e  e a r l y  1 9 7 0 ' s ,  t h e  A m e r ic a n  C o l l e g e  o f 

N u r s e -M id w iv e s  has been a b le  t o  o b t a i n  f o r  i t s  members a 

g ro u p  p o l i c y  t h a t  w o u ld  p a y up t o  one m i l l i o n  d o l l a r s  p e r 

c l a im .  T h i s  one m i l l i o n  d o l l a r  am ou n t o f  i n s u r a n c e  i s  t h e



am o u n t w h i c h  many h o s p i t a l s  r e q u i r e  n u r s e -m id w i v e s  t o  

p u r c h a s e  i n  o r d e r  t o  q u a l i f y  f o r  h o s p i t a l  p r i v i l e g e s .  I t  

i s  t h i s  am ou n t o f  i n s u r a n c e  we w a n t t o  make a v a i l a b l e  t o  

o u r  members t o d a y .

M u t u a l F i r e  M a r i n e  and I n l a n d  I n s u r a n c e  was th e  

t h i r d  i n s u r a n c e  c a r r i e r  t h e  ACNM has w o rk e d  w i t h  i n  th e  

p a s t  t h r e e  y e a r s .  The ch a ng e i n  c om p a n ie s has been th e  

r e s u l t  o f  t h r e e  s e p a r a t e  s i t u a t i o n s :  1 ) t h e  in a d e q u a c y  o f  

t h e  p rem ium  r a t e  c h a rg e d  b y one com pan y ; 2 ) t h e  second 

c o m p a n y 's  w i t h d r a w a l f r o m  t h e  m e d i c a l m a l p r a c t i c e  m a r k e t ; 

and 3) t h e  n o n re n e w a l o f  t h e  r e i n s u r a n c e  t r e a t i e s  f o r  o u r 

m o s t r e c e n t  p o l i c y .

S te p s  Ta ke n t o  O b ta i n  New I n s u r a n c e  P o l i c y

E a r l y  t h i s  y e a r  when ACNM r e c e i v e d  w o rd t h a t  

o b t a i n i n g  t h e  m a s te r i n s u r a n c e  p o l i c y  m ig h t  be d i f f i c u l t ,  

we s e l e c t e d  a " s e a s o n e d " b r o k e r  w i t h  an e x c e l l e n t  h i s t o r y  

o f  o b t a i n i n g  p r o f e s s i o n a l  m e d i c a l l i a b i l i t y  i n s u r a n c e .  We 

b e l i e v e d  t h a t  o u r b r o k e r  u n d e r s t o o d  w h a t n u r s e -m id w i v e s  

a re  and t h a t  he w o u ld  "m a r k e t "  us a p p r o p r i a t e l y  t o  th e  

i n s u r a n c e  i n d u s t r y .  I n  s e a r c h  o f  a r e p l a c e m e n t f o r  

M u t u a l F i r e  we c o n t a c t e d  17 in s u r a n c e  c om p a n ie s i n  th e  

U n i t e d  S t a t e s .  We w e re t o l d  t h a t  t h i s  r e p r e s e n t e d  m os t 

c a r r i e r s  i n  t h e  U .S . who w r i t e  p r o f e s s i o n a l  l i a b i l i t y
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d down by a l l  o f  t h e s e  c om p a n ie s . 

1 r e j e c t i o n s  f r o m  m a jo r  

made p e r s o n a l a p p e a l s  t o  

p r e s i d e n t s .  We d i d  t h i s  f o r  

: i n f o r m  them  a b o u t t h e  

: e r t i f i e d  n u r s e -m i d w i v e s  w o u ld  

; ; t o  u n d e r s t a n d  t h e i r  r e a s o n  f o r  

;s ; and t o  be c e r t a i n  t h a t  o u r 

been g i v e n  a f u l l  e v a l u a t i o n .

II
•

o f N u r s e -M id w iv e s  a g a in  w r o t e  t o

r e s i d e n t s  a s k i n g  th em  t o

any o f t h e s e  l e t t e r s  w e n t

as c l e a r  —  no i n s u r a n c e .

anse we r e c e i v e d  f r o m  th e s e

l r n e d  t h a t  many in s u r a n c e

:d w r i t i n g  m a l p r a c t i c e  p o l i c i e s .

i t h e  s p e c i a l i t y  a r e a  o f  

. .a c r i s i s  was o c c u n n g .  

ge p rem ium  i n c r e a s e s  w h ic h  

e e x p e r i e n c i n g  a r e  n e c e s s a r y  

a s u l t i n g  f r o m  u n e x p e c te d
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l a r g e  num be rs o f  c l a im s  and s k y r o c k e t i n g  a w a rd s . What was 

n e v e r  a c t u a l l y  s a i d  —  b u t  im p l i e d  —  was t h a t  t h e  p rem ium  

l e v e l s  n e c e s s a r y  t o  c o v e r CNMs w o u ld  be b e y o n d t h e  re a c h  

o f  p r o f e s s i o n a l s  m a k in g  an a n n u a l s a l a r y  o f  $ 2 5 ,0 0 0 . 

T h e r e f o r e ,  t h e y  o f f e r e d  no c o v e r a g e  a t  a l l .

B u t con sum e r g r o u p s , su ch as t h e  N a t i o n a l  I n s u r a n c e  

Consum e r O r g a n i z a t i o n  (N IC O ) , have a c c u s e d  t h e  in s u r a n c e  

i n d u s t r y  o f  u s in g  m i s l e a d i n g  s t a t i s t i c s  i n  c l a im i n g  a l o s s  

i n  1 9 8 5 . I n s t e a d ,  NICO s u g g e s t s  t h e  i n s u r e r s  have e a rn e d  

$ 6 .6  b i l l i o n .  The ACNM i s  n o t an in s u r a n c e  a n a l y s t ;  

we do know t h a t  n u r s e -m id w i v e s  a re  n o t p a r t  o f  t h e  

m a l p r a c t i c e  in s u r a n c e  p r o b le m  be c a u se o f o u r v e r y  

lo w  r a t e  o f  s u i t s .  We b e l i e v e  t h a t  i t  w o u ld  have been 

p o s s i b l e  f o r  an in s u r a n c e  company t o  w r i t e  a p o l i c y  f o r  

n u r s e -m id w i v e s  a t  a r e a s o n a b le  r a t e  and b a sed upon sound 

a c t u a r i a l  d a t a .  I n  f a c t ,  as I  s h a l l  d i s c u s s  l a t e r  i n  t h i s  

t e s t im o n y ,  o u r p la n  i s  t o  do j u s t  t h a t  —  t o  e s t a b l i s h  an 

in d e p e n d e n t m u tu a l in s u r a n c e  company w h ic h  w i l l  u n d e r ­

w r i t e  CNMs a t a r e a s o n a b le  r a t e .

S t a t e  L e v e l I n i t i a t i v e s

Our n e x t c o u r s e  o f a c t i o n  was t o  se n d n u r s e -m id w i v e s  

t o  t a l k  w i t h  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  com pa n ie s i n  

t h e i r  s t a t e s .  The re s p o n s e  was s t i l l  " n o " .  N u r s e -

■
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m id w iv e s  t a l k e d  t o  g o v e r n o r s ,  s t a t e  l e g i s l a t o r s ,  and s t a t e  

i n s u r a n c e  c o m m is s io n e r s . To d a t e  o n l y  one s t a t e  o u t  o f 

f i f t y  —  New J e r s e y  —  has been a b l e  t o  o f f e r  i n s u r a n c e  

f r o m  a p r i v a t e  c a r r i e r .

S t i l l  f o c u s i n g  a t  t h e  s t a t e  l e v e l ,  n u r s e -m id w i v e s  i n ­

v e s t i g a t e d  j o i n t  u n d e r w r i t i n g  a u t h o r i t y  (JUA ) and l o b b i e d  

s t a t e  l e g i s l a t o r s  t o  e x t e n d  j o i n t  u n d e r w r i t i n g  a u t h o r i t y  

t o  i n c l u d e  n u r s e -m i d w i v e s .  We ha v e been s u c c e s s f u l  i n  

im p le m e n t i n g  t h i s  i n  a numbe r o f  s t a t e s .  H ow e ve r , 

f o r  t h e  m o s t p a r t ,  e i t h e r  t h e  p rem ium s f o r  t h i s  c o v e ra g e  

ha ve been e x c e s s i v e  o r t h e  am oun t o f  i n s u r a n c e  o f f e r e d  has 

been l e s s  t h a n  r e q u i r e d .

O t h e r  C o n s i d e r a t i o n s

As we e v a l u a t e d  t h e  s i t u a t i o n ,  n u r s e -m i d w i v e s  had 

l i t t l e  hope o f  o b t a i n i n g  a f f o r d a b l e  i n s u r a n c e  f r o m  e i t h e r  

t h e  t r a d i t i o n a l  i n s u r e r s  o r t h e  s t a t e  JU A s . W h i le  t h e s e  

tw o o p t i o n s  had been u n d e r c o n s i d e r a t i o n ,  t h e  C o l l e g e ' s  

B o a rd  o f  D i r e c t o r s  a l s o  c om m is s io n e d  a f e a s i b i l i t y  s t u d y  

on v a r i o u s  o p t i o n s  f o r  s e l f - i n s u r i n g .  A l t h o u g h  t h i s  

s t u d y  i n d i c a t e d  t h a t  i t  w o u ld  be " f e a s i b l e "  f o r  

n u r s e -m i d w i v e s  t o  fo rm  an in s u r a n c e  com pa n y , t h e  B o a rd o f  

D i r e c t o r s  d e c id e d  l a s t  summer t h a t  t h e  i n s u r a n c e  b u s in e s s

•'  ~ ■   - .. ..... ,, .



was b e yon d t h e  l i m i t e d  r e s o u r c e s  o f  n u r s e -m i d w i v e s .  The 

B o a rd  d i r e c t e d  t h e  s t a f f  o f  ACNM t o  l o o k  i n t o  w o r k i n g  w i t h  

o t h e r  g r o u p s  t o  s e l f - i n s u r e  o r  t o  j o i n  a n o t h e r  g r o u p ' s  

s e l f - i n s u r e  p r o g r a m . The r e s p o n s e  t o  th e s e  i n q u i r i e s  was 

a l s o  " n o " ,  a l t h o u g h  ACNM c o n t i n u e s  t o  c om m un ic a te  w i t h  t h e  

A m e r ic a n  N u r s e s ' A s s o c i a t i o n  (ANA) a b o u t f o r m i n g  a company 

f o r  a l l  n u r s e s .

A n o t h e r o p t i o n  i n v o l v e d  a s k i n g  C o n g re s s t o  c o n s i d e r  

e s t a b l i s h i n g  a n u r s e - m i a w i f e  s p o n s o r e d  in s u r a n c e  p ro g r a m . 

A t  t h a t  t im e  we had i n t e r e s t e d  a p r im a r y  i n s u r e r  i n  

w r i t i n g  t h e  f i r s t  l a y e r  o f  i n s u r a n c e  c o v e r a g e . T h a t 

company w o u ld  have w r i t t e n  t h e  f i r s t  $ 1 0 0 ,0 0 0  o f  c o v e r a g e  

and th e  f e d e r a l  g o v e r n m e n t w o u ld  ha ve p r o v i d e d  t h e  e x c e s s 

c o v e r a g e  f r o m  $ 1 0 0 , 0 0 0  t o  one m i l l i o n  d o l l a r s .  Even as we 

d i s c u s s e d  t h i s  w i t h  members o f  C o n g r e s s , h o w e v e r , t h e  

p r im a r y  i n s u r e r  had a ch a ng e o f  h e a r t .

The R e - e x a m in a t i o n  o f  S e l f - I n s u r e

C o n s i d e r a t i o n  o f a l l  o f  t h e  o p t i o n s  d is c u s s e d  up t o  

t h i s  p o i n t  u t i l i z e d  an e no rm o u s am ou n t o f  r e s o u r c e s .

The p r o c e s s  a l s o  s t r e n g t h e n e d  t h e  r e s o l v e  o f  t h e  le a d e r s  

o f  t h e  p r o f e s s i o n  t h a t  s e a r c h i n g  f o r  in s u r a n c e  c o u ld  n o t 

become an a n n u a l e v e n t .  T h e r e f o r e  t h e  C o l l e g e ' s  B o a rd o f
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D i r e c t o r s  s o u g h t a se co n d o p i n i o n  on t h e  s e l f - i n s u r e  

o p t i o n s .  T h i s  se co n d e v a l u a t i o n  c o n f i r m e d  t h e  e a r l i e r  

o n e . I n  D e cem be r , 1 9 8 5 , t h e  B o a rd  o f  D i r e c t o r s  d e c id e d  t o  

f u r t h e r  s t u d y  t h i s  o p t i o n .

F o rm in g  an I n s u r a n c e  Company

The e m o t io n  w h ic h  a c c om p a n ie d  t h e  d e c i s i o n  t o  s t u d y  

h e l p i n g  c e r t i f i e d  n u r s e -m id w i v e s  f o rm  an in d e p e n d e n t 

m u t u a l i n s u r a n c e  company was s h o r t - l i v e d .  Even a f t e r  

h i r i n g  c o n s u l t a n t s  and a t t o r n e y s ,  t h e  r o a d  b lo c k s  b e f o r e  

u s a r e  e n o rm o u s .

D i s r e g a r d i n g  t h e  v e r y  d i f f i c u l t  f i n a n c i a l  p r o b le m s , 

t h e  f o l l o w i n g  a re  some o f  t h e  l e g a l  and t e c h n i c a l  

c o m p l i c a t i o n s  w h ic h  h i n d e r  t h e  e s t a b l i s h m e n t  o f a com pany .

The C la im s -M a a e  P o l i c y

One t e c h n i c a l  p r o b le m  i s  t h e  t y p e  o f  p o l i c y  c u r r e n t l y  

b e i n g  w r i t t e n  —  a c la im s -m a d e  p o l i c y .  I n  t h e  p a s t  

p r o f e s s i o n a l s  have been a b le  t o  p u r c h a s e  o c c u r r e n c e  

p o l i c i e s .  T h e re  i s  a v e r y  im p o r t a n t  d i s t i n c t i o n  be tw een 

t h e s e  tw o  t y p e s  o f  p o l i c i e s  —  a d i s t i n c t i o n  w h ic h  i s  

c r i t i c a l  t o  n u r s e -m id w i v e s  as w e l l  as p h y s i c i a n s .

An o c c u r r e n c e  p o l i c y  i n s u r e s  f o r  a l l  c l a im s  

a r i s i n g  o u t  o f  e v e n t s  w h ic h  o c c u r r e d  d u r i n g  t h e  c o v e r e d

c  » « • .  -i*.. .  *-•« k s  V  v / .  r
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p e r i o d  r e g a r d l e s s  o f  when t h e  c l a im  i s  f i l e d .  A 

c la im s -m a d e  p o l i c y  i n s u r e s  o n l y  t h o s e  c l a im s  w h ic h  a r e  

f i l e d  d u r i n g  t h e  p o l i c y  y e a r  no m a t t e r  when t h e  e v e n t

o c c u r r e d .  Does i t  m a t t e r ?  Y e s .

F o r e x a m p le , u n d e r an o c c u r r e n c e  p o l i c y  i s s u e d  

i n  F e b r u a r y  1986 -  F e b r u a r y  1 9 8 7 , t h e  n u r s e - m i d w i f e  

w o u ld  be c o v e r e d  f o r  an y c l a im  r e l a t e d  t o  a d e l i v e r y  

d u r i n g  t h i s  c a l e n d a r  y e a r ,  e ve n i f  t h e  f a m i l y  d i d  n o t 

f i l e  t h e  c l a im  u n t i l  t h e  c h i l d  e n t e r e d  e le m e n t a r y  

s c h o o l o r  even c o l l e g e .  A c la im s -m a d e  p o l i c y ,  on th e  

o t h e r  h a n d , w o u ld  o n l y  c o v e r t h o s e  c l a im s  f i l e d  

d u r i n g  t h e  F e b r u a r y  86 -  F e b r u a r y  87 c a l e n d a r  y e a r .

To be c o v e r e d  f o r  c l a im s  f i l e d  a f t e r  t h i s  t im e  p e r i o d  th e  

p r o f e s s i o n a l  m u s t p u r c h a s e  " t a i l  c o v e r a g e " .

W ha t f u r t h e r  c o m p l i c a t e s  a l l  o f  t h i s  i s  t h a t  i n  t h i s  

in s u r a n c e  m a r k e t i t  i s  im p o s s i b l e  t o  b u y a ' ■ a i l "  f o r  21 

y e a r s  —  t h e  c o v e r a g e  t h a t  n u r s e -m id w i v e s  and 

o b s t e t r i c i a n s  n e e d . I n  a d d i t i o n ,  i n s u r a n c e  c om pa n ie s 

w i l l  n o t q u o te  a p r i c e  on a " t a i l "  u n t i l  i t  i s  n e e d e d , 

b u t  we have been t o l d  i t  i s  l i k e l y  t o  be tw o t o  t h r e e  

t im e s  t h e  c o s t  o f  a one y e a r p rem ium  —  and can be m o re . 

We have been t o l d  b y t h e  i n s u r a n c e  i n d u s t r y  t h a t  p r im a r y  

i n s u r e r s  a r e  s w i t c h i n g  t o  c la im s -m a d e  p o l i c i e s  b e -
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c a u s e r e i n s u r e r s  w i l l  n o t  w r i t e  o c c u r r e n c e  p o l i c i e s .  

R e i n s u r e r s  a rg u e  t h a t  i t  i s  e a s i e r  t o  a n t i c i p a t e  c o s t s  

w i t h  a c la im s -m a d e  p o l i c y .

R e g u l a t o r y  R o a d b lo c k s  i n  F o rm in g  an I n s u r a n c e  Company

S im p ly  s t a t e d ,  we have been in f o rm e d  by o u r l e g a l  

c o u n s e l t h a t  u n d e r t h e  i n s u r a n c e  la w s  o f  v i r t u a l l y  a l l  o f  

t h e  s t a t e s ,  a new in s u r a n c e  company c o u l d  n o t w r i t e  • 

i n s u r a n c e  u n le s s  i t  became l i c e n s e d  i n  ea ch o f  th e s e  

s t a t e s .  T h i s  i s  a c o s t l y  and t im e - c o n s u m i r . g  p r o c e s s  t h a t  

t a k e s  s e v e r a l  y e a r s  —  t im e  we s im p l y  do n o t h a v e . A l s o ,  

t h e  c a p i t a l  r e q u i r e m e n t s  o f a fe w  o f  t h e  s t a t e s  e x ce e d 

even o u r c o l l e c t i v e  r e s o u r c e s .  Ou r l e g a l  c o u n s e l has 

r e v ie w e d  t h e  s i t u a t i o n  t o  see i f  e x e m p t io n s  f r o m  t h i s  

l i c e n s i n g  p r o c e s s  e x i s t ,  b u t none i s  a v a i l a b l e  t o  us due 

t o  t h e  n um b e r , s i z e  and g e o g r a p h i c  s p r e a d  o f  o u r 

m em b e r s h ip .

I n  1 9 8 1 , C o n g re s s r e a l i z e d  t h a t  t h i s  a lm o s t i d e n t i c a l  

p r o b le m  e x i s t e d  f o r  s m a l l b u s in e s sm e n  a f f e c t e d  by t h e  l a c k  

o f  p r o d u c t  l i a b i l i t y  i n s u r a n c e ,  when i t  e n a c te d  t h e  R i s k  

R e t e n t i o n  A c t .  T h i s  A c t a l l o w e d  g r o u p s  o f  b u s in e s s  t o  

f o rm  r i s k  r e t e n t i o n  g ro u p s  t o  c o l l e c t i v e l y  i n s u r e  t h e  

p r o d u c t  l i a b i l i t y  r i s k s  o f  t h e  members o f  t h e  g ro u p  

w i t h o u t  f i r s t  b e c om in g l i c e n s e d  as an i n s u r e r  i n  any



j u r i s d i c t i o n  o t h e r  th a n  t h a t  o f  t h e  d o m i c i l e  o f  t h e  r i s k  

r e t e n t i o n  g r o u p  i t s e l f .  I n  1 9 8 5 , C o n g re s s a g a in  r e a l i z e d  

t h a t  a s i m i l a r  p ro b le m  e x i s t e d  when t h e  House and th e  

S e n a te  p a s s e d  an a lm o s t i d e n t i c a l  b i l l  (w h ic h  i s  p a r t  o f  

t h e  S u p e r Fund l e g i s l a t i o n  now b e f o r e  C o n g r e s s ) t o  p r o v i d e  

f o r  r i s k  r e t e n t i o n  g ro u p s  f o r  e n v i r o n m e n t a l im p a i rm e n t 

l i a b i l i t y  i n s u r a n c e .

We a s k  yo u t o  p r o v i d e  us w i t h  t h e  same ty p e  o f 

l e g i s l a t i o n  t o  p e r m i t  f o r m a t i o n  o f  a r i s k  r e t e n t i o n  g ro u p  

f o r  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  f o r  n u r s e -m id w i v e s  

and b i r t h i n g  c e n t e r s .

N u r s e -m id w iv e s  C u r r e n t  S t a t u s :  T em p o ra r y 
I n s u r a n c e  C o ve ra g e

I n  c o n s i d e r i n g  p r a c t i c i n g  w i t h o u t  i n s u r a n c e ,  m os t 

CNMs, as w e l l  as m o s t p h y s i c i a n s ,  f e e l  b o t h  a m o r a l and 

p r a c t i c a l  o b l i g a t i o n  t o  p r o t e c t  t h e i r  p a t i e n t s  and 

t h e m s e lv e s  f r o m  any u. i n t e n t i o n a l  human e r r o r .  I n  

a d d i t i o n ,  many CNMs m u s t c a r r y  p r o f e s s i o n a l  l i a b i l i t y  

i n s u r a n c e  t o  r e t a i n  t h e i r  em p lo ym e n t a n d / o r  h o s p i t a l  

p r i v i l e g e s .

I n  an a t t e m p t t o  keep p r a c t i c i n g ,  m o s t o f o u r members 

p u r c h a s e d  i n s u r a n c e  d u r i n g  t h i s  p a s t  y e a r  f r o m  one o f tw o

P a g e  14
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n u r s i n g  g r o u p s  whose p o l i c i e s  d i d  n o t i n c l u d e  an e x c l u s i o n  

o f  n u r s e -m i d w i v e s .  T hese o r g a n i z a t i o n s  a r e  t h e  A m e r ic a n  

N u r s e s ' A s s o c i a t i o n  (ANA) and t h e  N u r s e s ' A s s o c i a t i o n  o f  

t h e  A m e r ic a n  C o l l e g e  o f  O b s t e t r i c i a n s  and G y n e c o l o g i s t s  

(NAACOG). The .s u r e r s  o f  b o t h  o f  t h e  g r o u p s  have 

s u b s e q u e n t l y  w r i t t e n  i n t o  t h e  p o l i c i e s  e x c l u s i o n s  o f 

n u r s e -m i d w i v e s .  An i n f o r m a l  s u r v e y  o f o u r  m em b e rs h ip  

i n d i c a t e s  t h a t  t h i s  t e m p o r a r y  c o v e r a g e  w i l l  b e g in  t o  r u n  

o u t  t h i s  s p r i n g  and by n e x t  Decembe r no CNMs w i l l  have 

i n s u r a n c e  i f  n o t p r o v i d e d  b y t h e i r  e m p lo y e r s  o r s t a t e  JUA.

R e q u e s te d  A c t i o n s

I  am c e r t a i n  yo u w i l l  a g re e  w i t h  us t h a t  

t h e  f o r m a t i o n  o f t h e  i n s u r a n c e  company o v e r t h e  n e x t fe w  

m on th s i s  c r i t i c a l .  C o n g re s s can h e l p .  We u rg e  

C o n g re s s t o :  amend t h e  1981 R i s k  R e t e n t i o n  A c t ;  a d d re s s

t h e  p r o b le m  o f t h e  u n a v a i l a b i l i t y  o f r e i n s u r a n c e ;  and 

e s t a b l i s h  t h e  a v a i l a b i l i t y  o f o c c u r r e n c e - t y p e  p o l i c i e s .

1 ) Amend th e  1981 R i s k  R e t e n t i o n  A c t :

An e x p a n s io n  o f  t h i s  la w  t o  a l l o w  g ro u p s  su ch 

as o u r s  t o  e s t a b l i s h  an in s u r a n c e  company i s  

e s s e n t i a l .  The id e a  we se e k t o  im p le m e n t i s  a f t e r  

m e e t in g  th e  r e q u i r e m e n t s  i n  a s e l e c t e d  s t a t e  f o r  

e s t a b l i s h i n g  t h e  com pan y , t h e  company w o u ld  be a b le  

t o  w r i t e  in s u r a n c e  i n  a l l  f i f t y  s t a t e s .  T h i s  i s  th e

I.
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o n l y  way t h a t  we w i l l  be a b le  t o  o f f e r  in s u r a n c e  t o  

o u r members i n  a l l  f i f t y  s t a t e s .

2 ) A d d re s s  th e  p r o b le m  o f  r e i n s u r a n c e  u n a v a i l a b i l i t y :

O u r p ro b le m  began when M u t u a l F i r e ' s  r e i n s u r a n c e  

t r e a t i e s  w e re n o t re n ew e d . S in c e  th e n  we have h e a rd  

many i n s u r e r s  s t a t e  t h a t  t h e i r  c a p a c i t y  t o  w r i t e  i n ­

s u r a n c e  i s  l i m i t e d  b y t h e  u n a v a i l a b i l i t y  o f  r e i n ­

s u r a n c e . A new company a l s o  c a n n o t g e t r e i n s u r a n c e  

and t h i s  s u b s t a n t i a l l y  i n c r e a s e s  b o t h  s h o r t  and lo n g  

t e rm  f i n a n c i a l  r i s k s .

I n  t h i s  r e g a r d ,  t h e  A m e r ic a n  C o l l e g e  o f  N u r s e - 

M id w iv e s  u rg e s  yo u t o  make r e i n s u r a n c e  a v a i l a b l e .

T h i s  c o u l d  be done by l e g i s l a t i n g  t h e  p la n  f o r  

f e d e r a l l y - b a s e d  r e i n s u r a n c e  w h ic h  has been d r a f t e d  by 

t h e  N a t i o n a l I n s u r a n c e  C onsum e rs O r g a n i z a t i o n ,  

i n v e s t i g a t i n g  U .S . b u s in e s s  p r a c t i c e s  and l e g i s l a t i n g  

c h a n g e s t o  e n c o u ra g e  t h e  e s t a b l i s h m e n t  o f  U .S . owned 

r e i n s u r a n c e  c om p a n ie s .

3 ) Make o c c u r r e n c e  p o l i c i e s  a v a i l a b l e .

N u r s e -m id w iv e s  c a n n o t p u r c h a s e  an o c c u r r e n c e

p o l i c y .  A d d i t i o n a l l y ,  i n  s t u d y i n g  t h e  p o s s i b l e  

f o r m a t i o n  o f a new com pan y , we ha v e been a d v is e d  t h a t



jfiaiBMMffi ■ §Wg^g» : E | P p  B m 8S> |g a ^ p BPWi lS  ' [ f r : î B W aW^P  fg p  ■ -' ' \ '
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t h i s  company w o u ld  a l s o  have t o  w r i t e  a c la im s -m a d e  

p o l i c y .  The re a s o n  i s  t h a t  r e i n s u r e r s  w i l l  o n l y  

r e i n s u r e  t h e  c la im -m a d e  t y p e  p o l i c y .  T h i s  s i t u a t i o n  

m u s t be c h a n g e d .

L a s t l y ,  we need t h i s  a s s i s t a n c e  q u i c k l y .  A l t h o u g h  

some p r i v a t e  p r a c t i c e s  and b i r t h i n g  c e n t e r s  have a l r e a d y  

gone o u t o f b u s i n e s s ,  by s p r i n g  t h e  v a s t  m a j o r i t y  o f  t h e s e  

s m a l l b u s in e s s e s  w i l l  be v u l n e r a b l e .  T h a n k yo u f o r  y o u r 

s u p p o r t  and i n t e r e s t  i n  t h i s  p r o b le m .



m 1 MS

rJiv

■-‘A*;

- S '

* v9KBs-
,-^VVT

i f

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

f2, o3e>

A  - P / t o d -  //'*«- A ;
'WORK D RA Fj J  4J0ORK DRAFT WORK DRAFT

B a n n i s t e r  S  
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O r i g i n a l  s p o n s o r s :  S u n d ,  K op one n ,
G r u e n b e r g  a n d  T a y l o r

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 522 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE -  SECOND SESSION 

A BILL

F o r  a n  Ac t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  an  i n s u r a n c e  b r o k e r ' s  r e c e i p t  o f

p r em iu m p a y m e n t s ,  t h e  c a n c e l l a t i o n  o r  n o n r e n e w a l  o f  

i n s u r a n c e  p o l i c i e s ,  a n d  t h e  p r o v i s i o n  o f  m e d i c a l  

m a l p r a c t i c e  i n s u r a n c e  f o r  n u r s e s  a n d  n u r s e  m i d w i v e s . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 2 1 . 2 7 . 2 0 0 ( a )  i s  am end ed  r e a d :

( a )  E x c e p t  a s  p r o v i d e d  i n  ( c )  o f  t h i s  s e c t i o n ,

(1)  a [A] b r o k e r ,  a s  s u c h ,  i s  n o t  a n  a g e n t  o r  o t h e r  r e p ­

r e s e n t a t i v e  o f  a n  i n s u r e r ,  a n d  d o e s  n o t  h a v e  p o w er  a s  a  b r o k e r  t o  b i n d

t h e  i n s u r e r  u p on  a n y  r i s k  o r  w i t h  r e f e r e n c e  t o  a n y  i n s u r a n c e  c o n t r a c t ^  

and

(2 )  n o t h i n g  [ .  NOTHING] i n  t h i s  s e c t i o n  i s  i n t e n d e d  t o  

a l t e r  t h e  common l a w  o f  a g e n c y  a s  a p p l i e d  t o  t r a n s a c t i o n s  u n d e r  t h i s  

t i t l e .

* S e c .  2 .  AS 2 1 . 2 7 . 2 0 0  i s  amended b y  a d d i n g  a new s u b s e c t i o n  t o  r e a d :

( c )  F o r  p u r p o s e s  o f  d e t e r m i n i n g  an  i n s u r e d ' s  e n t i t l e m e n t  t o

c o v e r a g e ,  a p rem iu m p a i d  t o  t h e  b r o k e r  i s  c o n s i d e r e d  t o  b e  r e c e i v e d  by 

t h e  i n s u r e r ,  i f  t h e  p ay m en t  t o  t h e  b r o k e r  i s  d e s i g n a t e d  f o r  s p e c i f i c  

c o v e r a g e  f rom  a  s p e c i f i c a l l y  named  i n s u r e r  a n d  i s  s u p p o r t e d  b y  compe­

t e n t  e v i d e n c e .

* S e c .  3 .  AS 2 1 . 3 6 . 2 1 0 ( a )  i s  amended t o  r e a d :

( a )  An i n s u r e r  may n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a p o l i c y  o f  

p e r s o n a l  [AN] a u t o m o b i l e  i n s u r a n c e  [POLICY] e x c e p t  f o r  t h e  f o l l o w i n g  

r e a s o n s :

- 1 -  SCS CSHB 522(L&C)
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(1)  n o n p a y m e n t  o f  p rem iu m;  o r

(2 )  t h e  d r i v e r ' s  l i c e n s e  o r  m o t o r  v e h i c l e  r e g i s t r a t i o n  o f  

e i t h e r  t h e  named i n s u r e d  o r  o f  an o p e r a t o r  who r e s i d e s  i n  t h e  same 

h o u s e h o l d  a s  t h e  named i n s u r e d  o r  who c u s t o m a r i l y  o p e r a t e s  a  m o t o r  

v e h i c l e  i n s u r e d  u n d e r  t h e  p o l i c y  h a s  b e e n  u n d e r  s u s p e n s i o n  o r  r e v o c a ­

t i o n  d u r i n g  t h e  p o l i c y  p e r i o d  o r ,  i f  t h e  p o l i c y  i s  a r e n e w a l ,  d u r i n g  

i t s  p o l i c y  p e r i o d  o r  t h e  180 d a y s  i m m e d i a t e l y  p r e c e d i n g  i t s  e f f e c t i v e  

d a t e .

*  S e c .  4 .  AS 2 1 . 3 6 . 2 1 0 ( d )  i s  amended t o  r e a d :

(d )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o

(1 )  t h e  f a i l u r e  t o  r e n e w  a p o l i c y ,  e x c e p t  a s  t o  c o v e r a g e  i n  

f o r c e  f o r  l e s s  t h a n  12 months j_

(2 )  a p o l i c y  t h a t  h a s  b e e n  i n  e f f e c t  l e s s  t h a n  60 d a y s  a t  

t h e  t i m e  n o t i c e  o f  c a n c e l l a t i o n  i s  m a i l e d  o r  d e l i v e r e d  b y  t h e  i n s u r e r ,  

u n l e s s  i t  i s  a r e n e w a l  p o l i c y ;

(3 )  a p o l i c y  i s s u e d  u n d e r  a n  a u t o m o b i l e  a s s i g n e d  r i s k  p l a n  

o r  a u t o m o b i l e  i n s u r a n c e  p l a n ;

(4 )  a p o l i c y  i n s u r i n g  more t h a n  f o u r  m o t o r  v e h i c l e s ;

(5 )  a p o l i c y  c o v e r i n g  t h e  o p e r a t i o n  o f  a g a r a g e ;  a u t o m o b i l e

s a l e s  a g e n c y ,  r e p a i r  s h o p ,  o r  s e r v i c e  s t a t i o n ;  o r  p u b l i c  p a r k i n g

p l a c e ;

(6 )  a p o l i c y  p r o v i d i n g  i n s u r a n c e  o n l y  on an e x c e s s  b a s i s ;

(7 )  any o t h e r  c o n t r a c t  p r o v i d i n g  i n s u r a n c e  t o  t h e  named 

i n s u r e d ,  e v e n  t h o u g h  t h e  c o n t r a c t  may i n c i d e n t a l l y  p r o v i d e  i n s u r a n c e  

w i t h  r e s p e c t  t o  m o t o r  v e h i c l e s .

* S e c .  5 .  AS 2 1 . 3 6 . 2 1 0 ( f )  i s  amended t o  r e a d :

( f )  An [NOTWITHSTANDING ( e )  OF THIS SECTION, AN] i n s u r e r  may n o t  

e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a p o l i c y  o f  p e r s o n a l  i n s u r a n c e  o t h e r  t h a n  

p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  e x c e p t  f o r  t h e  f o l l o w i n g  r e a s o n s  [THE 

SCS CSHB 522(L&C) - 2 -
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TYPE DESCRIBED IN (e) OF THIS SECTION IF ONE OF THE FOLLOWING CONDI­

TIONS OR CIRCUMSTANCES ARISES]:

(1) nonpayment of premiums, including nonpayment of addi­

tional premiums, calculated in accordance with the current rating

manual of the insurer, justified by a physical change in the insured 

property or a change in its occupancy or use;

(2) conviction of the insured of a crime having as one of

its necessary elements an act increasing a hazard insured against;

(3) discovery of fraud or material misrepresentation made 

by the insured or a representative of the insured in obtaining the 

insurance or by the insured in pursuing a claim under the policy;

(4) discovery of a grossly negligent act or omission by the 

insured that substantially increases the hazards insured against; or

(5) physical changes in the insured property that result in 

the property becoming uninsurable.

* Sec. 6. AS 21.36 is amended by adding a new section to read:

Sec. 21.36.215. LIMITS ON THE CANCELLATION OF BUSINESS OR COM­

MERCIAL INSURANCE POLICES. (a) Except as allowed by the director 

under (b) of this section, an insurer may exercise its right to cancel 

a policy of business or commercial insurance only for the following 

reasons:

(1) nonpayment of premiums, including nonpayment of addi­

tional premiums, calculated in accordance with the current rating 

manual of the insurer, justified by a physical change in the insured 

property or a change in its occupancy or use;

(2) conviction of the insured of a crime having as one of 

its necessary elements an act increasing a hazard insured against;

(3) discovery of fraud or material misrepresentation made 

by the insured or a representative of the insured in obtaining the

«?nc; rsiiR-3-
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insurance or by the insured in pursuing a claim under the policy:

(4) discovery of a grossly negligent act or omission by the 

insured that substantially increases the hazards insured against;

(5) physical changes in the insured property that result in 

the property becoming uninsurables

(6) physical changes in the operations of the insured that 

result in the property becoming uninsurable;

(7) changes in the reinsurance program of the insurer that

results in an increase of the insurer's retention of risk on a subject

of insurance;

(8) changes in the financial condition of the insurer 

resulting in a violation of AS 21.12.010;

(9) a material change in the law that affects the coverage 

provided under the policy; or

(10) an excessive number of claims by the insured.

(b) Before issuing a notice of ccncellation, an insurer may

request the director to determine in a particular case whether a

reason for cancellation not specified in (a) of this section is a 

valid reason for cancellation. The director may allow the insurer to 

exercise its right to cancel if the director finds that the cancella­

tion is justified. The insurer may not implement the requested can­

cellation before receiving the approval of the director.

* Sec. 7. AS 21.36.220 is amended to read:

Sec. 21.36.220. NOTICE OF CANCELLATION. An insurer may not 

exercise its right to cancel a personal insurance policy unless a 

written notice of cancellation is mailed or delivered to the named 

insured, at the address shown in the policy, at least 60 [20] days 

before the effective date of cancellation. However, if [, EXCEPT THAT 

WHEN] cancellation is for nonpayment of premiumx the notice must 

SCS CSHB 522(L&C) -4-
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[SHALL] be mailed or delivered to the named insured at the address 

shown in the policy at least 10 days before the effective date of 

cancellation^ and must [SHALL] include or be accompanied by a state­

ment of the reason for the cancellation. [THIS SECTION DOES NOT APPLY 

TO THE FAILURE TO RENEW A POLICY, EXCEPT AS TO COVERAGE IN FORCE FOR 

LESS THAN 12 MONTHS.]

* Sec. 8. AS 21.36.229 is amended by adding new subsections to read:

(b) An insurer may not exercise its right to cancel a policy of 

bus^ pgg nr commercial insurance unless a written notice of cancella­

tion is mailed or delivered to the named insured, at the address shown 

in the policy, and to the agent or broker of record, at leastj^^'clays 

before the effective date of cancellation. However, if cancellation 

is for nonpayment of premium, the notice must be mailed or delivered 

to the named insured at the address shown in the policy and to the 

agent or broker of record at least 10 days before the effective date 

of cancellation, and must include or be accompanied by a statement of 

the reason for the cancellation.

(c) If an insurer cancels a policy under (b) of this section, it 

shall return or credit any unearned premium to the agent or broker of 

record or directly to the insured or premium finance company, if 

applicable, before the effective date of cancellation, except that

(1) if cancellation is for nonpayment of premium, any 

unearned premium must be returned or credited within 45 days after the 

notice of cancellation is given;

(2) if the policy premium is subject to audit the insurer 

shall perform an audit within 30 days of the effective date of the 

cancellation and return or credit any unearned premium within 30 days 

of the completion of the audit.

* Sec. 9. AS 21.36.240 is amended to read:

-5- SCS CSHB 5 2 2 (L3C)



WORK DRAFT WORK DRAFT WOR K  DRAFT

Sec. 21.36.240. FAILURE TO RENEW. An insurer may not fail to 

renew a personal insurance policy in force for less than 12 months. 

An insurer may not fail to renew a policy [IN FORCE FOR 12 MONTHS OR 

MORE] un’ess a written notice of nonrenewal is mailed or delivered to 

the named insured, at the address shown in the policy, at least 20 

days for a personal insurance policy, and at least 45 days for a 

business or commercial insurance policy, before the expiration date of 

the policy [,] or of the anniversary date of a policy written for a 

term longer than one year or with no fixed expiration date. This 

section does not apply

(1) if the insurer has in good faith manifested in any way 

its willingness to renew;

(2) in case of nonpayment of premium for the expiring

policy; or

(3) if the insured fails to pay the premium as required by 

the insurer for renewal.

* Sec. 10. AS 21.36.250 is amended to read:

Sec. 21.36.250. NOTICE OF ELIGIBILITY. When a policy of automo­

bile liability insurance is cancelled, other than for nonpayment of 

premium, or is not renewed in accordance with [FOR FAILURE TO RENEW A 

POLICY OF AUTOMOBILE LIABILITY INSURANCE TO WHICH] AS 21.36.240 [AP­

PLIES], the insurer shall notify the named insured of possible eligi­

bility for automobile insurance through the automobile assigned risk 

plan, or automobile insurance plan. The notification must [SHALL] 

accompany or be included in the notice of cancellation or nonrenewal 

required by AS 21 .36.220 [AS 21.36.230] and 21 .36.240.

* Sec. 11. AS 21.36.310 is amended to read:

Sec. 21.36.310. DEFINITIONS. In AS 21.36.210 - 21.36.310

(1) "business or commercial insurance" means insurance 

SCS CSHB 522IL&C) -6-
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other than personal insurance, life insurance, disability insurance, 

fidelity and surety insurance, title insurance, or an annuity con­

tract ;

(2) "nonpayment of premium" means failure of the named 

insured to discharge when due any obligations of the named insured in 

connection with the payment of premium on a policy, or any installment 

of the premium, whether the premium is payable directly to the insurer 

or its agent or indirectly under any premium finance plan or extension 

of credit;

(3) "personal automobile insurance" means insurance not 

related to business or commercial activities, covering [(2) "POLICY" 

MEANS AN INSURANCE POLICY COVERING THE RISKS AND EXPOSURES LISTED IN 

AS 21.36.210(e) OR AN AUTOMOBILE POLICY THAT INCLUDES] automobile 

liability, uninsured/underinsured motorists [COVERAGE, UNINSURED 

MOTORIST COVERAGE], automobile medical payments [COVERAGE], or automo­

bile physical damage [COVERAGE], that is delivered or issuad for 

delivery in this state [INSURING AS THE NAMED INSURED, ONE INDIVIDUAL 

OR HUSBAND AND WIFE RESIDENT OF THE SAME HOUSEHOLD], and under which 

the insured vehicles are of the following types only:

(A) a motor vehicle of the private passenger or sta­

tion wagon type that is not used as a public or livery convey­

ance, nor rented to others; or

(B) any other four-wheel motor vehicle with a load 

capacity of 1,500 pounds or less that is not used in the occupa­

tion, profession^ or business of the insured, nor used as a 

public or livery conveyance^ nor rented to others;

(A) "personal insurance" does not include an annuity con­

tract or a policy of life insurance, disability insurance, or title 

insurance; the term means personal automobile insurance, or Insurance

-7- SCS CSHB 522(L&C)
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c o v e r i n g

( A )  l o s s  o f  o r  d a m a g e  t o  r e a l  p r o p e r t y  t h a t  i s  u s e d  

p r e d o m i n a n t l y  f o r  r e s i d e n t i a l  p u r p o s e s  a n d  t h a t  d o e s  n o t  c o n s i s t  

o f  m o r e  t h a n  f o u r  d w e l l i n g  u n i t s ;

( B )  l o s s  o f  o r  d a m a g e  t o  p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  

p e r s o n a l  e f f e c t s ,  h o u s e h o l d  f u r n i t u r e ,  f i x t u r e s  a n d  e q u i p m e n t  

l o c a t e d  i n  n o t  m o r e  t h a n  f o u r  d w e l l i n g  u n i t s ;  o r

( C )  l e g a l  l i a b i l i t y  o f  n a t u r a l  p e r s o n s  f o r  l o s s  o f ,  

d a m a g e  t o  o r  i n j u r y  t o  p e r s o n s  o r  p r o p e r t y  i f  t h e  i n s u r a n c e  d o e s

n o t  c o v e r  l i a b i l i t y  a r i s i n g  f r o m  o r  i n  c o n n e c t i o n  w i t h  b u s i n e s s

o r  c o m m e r c i a l  a c t i v i t i e s ;

( 5 )  [ ( 3 ) ]  " r e n e w a l "  o r  " r e n e w "  m » a n s

( A )  t h e  i s s u a n c e  a n d  d e l i v e r y  b y  a n  i n s u r e r  o f  a

p o l i c y  r e p l a c i n g  a t  t h e  e n d  o f  t h e  p o l i c y  p e r i o d  a  p o l i c y  p r e v i ­

o u s l y  i s s u e d  a n d  d e l i v e r e d  b y  t h e  s a m e  i n s u r e r ,

( B )  t h e  i s s u a n c e  a n d  d e l i v e r y  o f  a  c e r t i f i c a t e  o r

n o t i c e  e x t e n d i n g  t h e  t e r m  o f  a  p o l i c y  b e y o n d  i t s  p o l i c y  p e r i o d  o r  

t e r m ,  o r

( C )  t h e  e x t e n s i o n  o f  t h e  t e r m  o f  a  p o l i c y  b e y o n d  i t s  

p o l i c y  p e r i o d  o r  t e r m  u n d e r  a  p r o v i s i o n  f o r  e x t e n d i n g  t h e  p o l i c y

b y  p a y m e n t  o f  a  c o n t i n u a t i o n  p r e m i u m .

*  S e c .  1 2 .  A S  2 1 . 8 8 . 0 5 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 8 8 . 0 5 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  C O R P O R A T I O N .  ( a )  T h e

c o r p o r a t i o n  s h a l l

( 1 )  i n  t h e  f o r m  a p p r o v e d  b y  t h e  d i r e c t o r ,  i s s u e  t o  a l l  

p h y s i c i a n s ,  n u r s e s ,  n u r s e  m i d w i v e s ,  a n d  h o s p i t a l s  w h o  a r e  f o u n d  t o  b e  

a c c e p t a b l e  r i s k s  u n d e r  s t a n d a r d s  d e v e l o p e d  u n d e r  ( 5 )  o f  t h i s  s u b s e c ­

t i o n ,  a n d  w h o  p a y  t h e  p r e m i u m s  f o r  i t ,  a  c o n t r a c t  o r  c o n t r a c t s  i n d e m ­

n i f y i n g  p h y s i c i a n s ,  n u r s e s ,  n u r s e  m i d w i v e s ,  a n d  h o s p i t a l s  a n d  t h e i r  

S C S  C S H B  5 2 2 ( L & C )  - 8 -
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1 employees who are health care providers against loss by reason of

2 liability for covered claims for an act or omission in the delivery of

3 professional health care in this state, and agreeing to tender on

4 behalf of the physicians, nurses, nurse midwives, and hospitals and

5 their employees who are health care providers a defense to a covered

6 claim in a proceeding brought under AS 09.55.530 - 09.55.560; the

7 limits of liability for policies issued by the corporation shall be

8 approved by the director; the contract shall cover the defense against

9 but need not indemnify liability for punitive damages arising from a 

covered claim; at the option of the corporation, if approved by the 

director, and for an additional premium the contract may cover claims 

against the p h y s i c i a n , nurse, nurse midwife, or hospital that arise 

out of professional services performed by the p h y s i c i a n , nurse, nurse 

m i d w i f e , or hospital for any period before the contract is issued, 

except that coverage will not be provided for a claim already filed or 

of which the p h y sician, nurse, nurse midwife, or hospital had or 

reasonably should have had notice at the time the retroactive insur­

ance was purchased;

(2) charge a premium for the protection provided by the 

contracts issued by the corporation which shall be determined by the 

board of governors in accordance with AS 21.86.080 and subject to the 

22 approval of the director;

'3 (3) comply with or be subject to AS 21.06.090, 21.06.120,

21.06.H O ,  21.06.160, 21.06.250, AS 21 .09.180 - 21.09.200, 21.09.250,

21.09.280, AS 21.12.020(b)- (c ) , AS 21.18, AS 21.21, AS 21.24 and 

AS 21.36; and shall be exempt from participation as a member insurer 

in the Alaska Insurance Guaranty Corporation;

(4) carry out the obligations of the contracts issued by 

the corporation by defending all covered claims made against insured

-9- SCS CSHB 5 2 2 (L&C)
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health care providers and by paying all liabilities that [WHICH] are 

finally adjudicated against the insured health care provider or that 

[WHICH] may in the opinion of the corporation reasonably be expected 

to be finally adjudicated against the health care provider to the 

extent of the contract obligation;

(5) establish standards for the acceptability of risks; in 

establishing these standards the corporation may exclude an applicant 

for insurance based on individual risk selection factors, but may not 

exclude an applicant based only on the classification of the appli­

cant.

(b) The corporation may

(1) employ or retain persons, individual or corporate, to 

discharge its obligations and pay reasonable compensation for these 

services; employees of the corporation are not considered state em­

ployees ;

(2) negotiate for and procure reinsurance from private 

casualty insurers or reinsurers for any and all liability incurred by 

contracts issued by it;

(3) provide coverage to insureds for other hazards custom­

arily included in medical malpractice insurance policies when there is 

a finding by the director that this coverage is not available to 

insureds of the Medical Indemnity Corporation of Alaska in the private 

insurance market at a competitive price;

(A) borrow or advance funds necessary to carry out the 

purposes of the corporation;

(5) negotiate and become a party to those contracts as are 

necessary to carry out the purposes of the corporation;

(6) sue or be sued in the name of the corporation;

(7) provide risk management advice and services to 

SCS CSHB 5 2 2 (L&C) -10-
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h o s p i t a l s ;

(8) negotiate and become a party to contracts for mana g e­

ment services for the corporation;

(9) perform all other acts necessary and proper to carry 

out the duties of the corporation;

(10) in a form approved by the director and for an addition­

al premium determined under AS 21.88.080, issue endorsements which 

provide indemnity for claims not yet reported which arise out of 

professional services rendered during a period of continuous coverage 

under the originally issued contract, to p h y s i c i a n s , nurses, nurse 

midwive s , and hospitals who pay the premium for it and who are termi­

nating their original covered claims contract w ith the corporation for 

a period of not less than one year;

(11) subject to approval by the director, extend coverage 

to a person, entity, or facility that renders health care services in 

the state under the supervision of a physician.

* Sec. 13. AS 21.88.900 is amended by adding n e w  paragraphs to read:

(17) "nurse" means a nurse licensed under AS 08.68;

(18) "nurse midwife" means a registered professional nurse 

who is certified as an advanced nurse practitioner under AS 08.68.- 

410(1) and authorized to practice as a nurse midwife under regulations 

adopted under AS 08.68.

* Sec. 14. AS 21.36.210(c), 21.36.230, and 21.36.300 are repealed.

t
-11- SCS CSHB 5 2 2 ( U C )



O f f ered: 4 / 2 8 / 8 6
R e f erred: R u les

O r i g i n a l  s p o n sors: Sund, K o p o n e n ,
a n d  G r u e n b e r g

IN T H E  H O U S E B Y  T H E  J U D I C I A R Y  C O M M I T T E E

CS F OR H O U S E  B I L L  NO. 5 22 ( J u d iciary)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an  A ct entitled: " A n  A c t  r e l a t i n g  to an  i n s u r a n c e  b r o k e r ' s  r e c e i p t  of

BE IT E N A C T E D  BY  TH E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A :

* S e c t i o n  1. AS  2 1 . 2 7 . 2 0 0 ( a )  is a m e n d e d  read:

(a) E x c e p t  as p r o v i d e d  in (c) of thi s  section,

(1) a [A] b r o k e r ,  as such, is n ot an a g e n t  or  o t h e r  r e p­

re s e n t a t i v e  of a n  i n s urer, a nd doe s  n o r  h a v e  p o w e r  as a b r o k e r  to b i n d  

the i n s u r e r  u p o n  a n y  r i s k  or w i t h  r e f e r e n c e  to any i n s u r a n c e  c o n t r a c t ^  

and

a l t e r  the c o m m o n  l aw of a g e n c y  as a p p l i e d  to t r a n s a c t i o n s  u n d e r  this 

t i t l e .

* Sec. 2. AS  2 1 . 2 7 . 2 0 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) F o r  p u r p o s e s  of d e t e r m i n i n g  a n  i n s u r e d ' s  e n t i t l e m e n t  to 

c o v e rage, a p r e m i u m  p a i d  to the b r o k e r  is c o n s i d e r e d  to be r e c e i v e d  by 

the insurer, if the p a y m e n t  to the b r o k e r  is d e s i g n a t e d  f o r  s p e c i f i c  

c o v e r a g e  f r o m  a s p e c i f i c a l l y  n a m e d  i n s u r e r  a n d  is s u p p o r t e d  by c o m p e­

tent evidence.

* Sec. 3. AS 2 1 . 3 6 . 2 1 0 ( a )  is a m e n d e d  to read:

(a) A n  i n s u r e r  m a y  n ot e x e r c i s e  its r i g h t  to c a n c e l  a p o l i c y  of

p r e m i u m  p a y m e n t s ,  the c a n c e l l a t i o n  o r  n o n r e n e w a l  of 

i n s u r a n c e  p o l i c i e s ,  t he c o m p o s i t i o n  of  the b o a r d  of 

the M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of  A l a s k a ,  a n d  the 

p r o v i s i o n  of m e d i c a l  m a l p r a c t i c e  i n s u r a n c e  for n u r s e s  

a n d  n u r s e  m i d w i v e s . "

(2) n o t h i n g  [. N O T H I N G ]  in  thi s  s e c t i o n  is i n t e n d e d  to

-1- C S H B  5 2 2 (Jud)



1 p e r s o n a l  [AN] a u t o m o b i l e  i n s u r a n c e  [POLICY] e x c e p t  f o r  the f o l l o w i n g

2 reasons:

3 (1) n o n p a y m e n t  of p r e m i u m ;  or

4 (2) the d r i v e r’s l i c e n s e  or  m o t o r  v e h i c l e  r e g i s t r a t i o n  of

5 e i t h e r  the n a m e d  i n s u r e d  or  of  an o p e r a t o r  w h o  r e s i d e s  in the same

6 h o u s e h o l d  as the n a m e d  i n s u r e d  or  w h o  c u s t o m a r i l y  o p e r a t e s  a m o t o r

7 v e h i c l e  i n s u r e d  u n d e r  t he p o l i c y  h as b e e n  u n d e r  s u s p e n s i o n  or revoca-

8 t i o n  d u r i n g  the p o l i c y  p e r i o d  or, if the p o l i c y  is a renewal, d u r i n g

9 its p o l i c y  p e r i o d  or  the 180 day s  i m m e d i a t e l y  p r e c e d i n g  its e f f e c t i v e

10 date.

11 * Sec. 4. A S  2 1 . 3 6 . 2 1 0 ( d )  is a m e n d e d  to read:

12 (d) T h i s  s e c t i o n  d o e s  n o t  a p p l y  to

13 (1) the f a i l u r e  to r e n e w  a p o l i c y ,  e x cept as to c o v e r a g e  in

14 f o r c e  f o r  less t h a n  12 m o n t h s ^

15 (2) a p o l i c y  that h as b e e n  in e f f e c t  less t h a n  60 d a y s  at

16 the t ime n o t i c e  of  c a n c e l l a t i o n  is m a i l e d  or  d e l i v e r e d  by the insurer.

17 u n l e s s  it is a r e n e w a l  p o l i c y ;

18 (3) a p o l i c y  i s s u e d  u n d e r  a n  a u t o m o b i l e  a s s i g n e d  r i s k  p l a n

19 o r  a u t o m o b i l e  i n s u r a n c e  plan;

20 (4) a p o l i c y  i n s u r i n g  m o r e  t h a n  f o u r  m o t o r  ve h i c l e s ;

21 (5) a p o l i c y  c o v e r i n g  the o p e r a t i o n  of a garage; a u t o m o b i l e

22 s a l e s  a g e ncy, r e p a i r  shop, o r  s e r v i c e  s t a tion; or  p u b l i c  p a r k i n g

23 plac e ;

24 (6) a p o l i c y  p r o v i d i n g  i n s u r a n c e  o n l y  o n  a n  e x c e s s  basis:

25 (7) an y  o t h e r  c o n t r a c t  p r o v i d i n g  i n s u r a n c e  to the n a m e d

26 i n s ured, e v e n  t h o u g h  the c o n t r a c t  m a y  i n c i d e n t a l l y  p r o v i d e  i n s u r a n c e

27 w i t h  r e s p e c t  to m o t o r  v e h i c l e s .

28 * Sec. 5. AS  2 1 . 3 6 . 2 1 0 ( f )  is a m e n d e d  to read:

29 (f) A n  [ N O T W I T H S T A N D I N G  (e) O F  T H I S  S E C T I O N ,  AN] i n s u r e r  m a y  not

C S H B  5 2 2 (Jud) -2-
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c

1 exercise its right to cancel a policy of personal insurance other than

2 personal automobile insurance, except for the following reasons [THE

3 TYPE DESCRIBED IN (e) OF THIS SECTION IF ONE OF THE FOLLOWING CONDI-

4 TIONS OR CIRCUMSTANCES ARISES]:

5 (1) nonpayment of premiums, including nonpayment of addi-

6 tional premiums, calculated in accordance with the current rating

7 manual of the insurer, justified by a physical change in the insured

8 property or a change in its occupancy or use;

9 (2) conviction of the insured of a crime having as one of

10 its necessary elements an act increasing a hazard insured against;

11 (3) discovery of fraud or material misrepresentation made

12 by the insured or a representative of the insured in obtaining the

13 insurance or by the insured in pursuing a claim under the policy;

^  14 (4) discovery of a grossly negligent act or omission by the

15 insured that substantially increases the hazards insured against; or

16 (5) physical changes in the insured property that result in

17 the property becoming uninsurable.

18 * Sec. 6. AS 21.36 is amended by adding a new section to read:

19 Sec. 21.36.215. LIMITS ON THE CANCELLATION OF BUSINESS OR C0M-

20 MERCIAL INSURANCE POLICES. (a) Except as allowed by the director

21 under (b) of this section, an insurer may exercise its right to cancel

2.2 a policy of business or commercial insurance only for the following

23 reasons:

24 (1) nonpayment of premiums, including nonpayment of

25 additional premiums, calculated in accordance with the current rating

26 manual of the insurer, justified by a physical change in the insured

27 property or a change in its occupancy or use;

28 (2) conviction of the insured of a crime having as one of

29 its necessary elements an act increasing a hazard insured against;

-3 - CSHB 522(Jud)
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1 (3) d i s c o v e r y  of  f r a u d  or m a t e r i a l  m i s r e p r e s e n t a t i o n  m a d e

2 by the i n s u r e d  or  a r e p r e s e n t a t i v e  of the i n s u r e d  in  o b t a i n i n g  the

3 i n s u r a n c e  or by  the i n s u r e d  in p u r s u i n g  a c l a i m  v n a e r  the policy;

4 (4) d i s c o v e r y  of a g r o s s l y  n e g l i g e n t  act o m i s s i o n  by the

5 i n s u r e d  that s u b s t a n t i a l l y  i n c r e a s e s  t he h a z a r d s  i n s u r e d  against;

6 (5) p h y s i c a l  c h a n g e s  in  t he i n s u r e d  p r o p e r t y  that r e s u l t  in

7 the p r o p e r t y  b e c o m i n g  u n i n s u r a b l e ;

8 (6) p h y s i c a l  c h a n g e s  in th e  o p e r a t i o n s  of the i n s u r e d  that

9 r e sult in the p r o p e r t y  b e c o m i n g  u n i n s u r a b l e ;

10 (7) c h a n g e s  in the r e i n s u r a n c e  p r o g r a m  of the i n s u r e r  that

11 r e s ults in an i n c r e a s e  of t he i n s u r e r ' s  r e t e n t i o n  of r i s k  on  a s u b j e c t

12 of insurance;

13 (8) c h a n g e s  in th e  f i n a n c i a l  c o n d i t i o n  of the i n s u r e r

14 r e s u l t i n g  in a v i o l a t i o n  of A S  2 1 . 1 2 . 0 1 0 ;

15 (9) a m a t e r i a l  c h a n g e  in the law that a f f e c t s  the c o v e r a g e

16 p r o v i d e d  u n d e r  the policy; or

17 (10) a n  e x c e s s i v e  n u m b e r  of c l a i m s  by the insured.

18 (b) B e f o r e  i s s u i n g  a n o t i c e  of c a n c e l l a t i o n ,  an  i n s u r e r  m a y

19 r e q uest the d i r e c t o r  to d e t e r m i n e  in  a p a r t i c u l a r  c ase w h e t h e r  a

20 r e a s o n  fo r  c a n c e l l a t i o n  not s p e c i f i e d  i n  (a) of this s e c t i o n  is a

21 v a l i d  r e a s o n  for c a n c e l l a t i o n .  T h e  d i r e c t o r  m a y  a l l o w  th e  i n s u r e r  to

22 e x e r c i s e  its r i ght to canc e l  if the d i r e c t o r  finds tha t  t he c a n c e l l a -

23 tio n  is j u s t i f i e d .  Th e  i n s u r e r  m a y  not i m p l e m e n t  the r e q u e s t e d  can-

24 c e l l a t i o n  b e f o r e  r e c e i v i n g  the a p p r o v a l  of the di r e c t o r .

25 * Sec. 7. AS  2 1 . 3 6 . 2 2 0  is a m e n d e d  to read:

26 Sec. 2 1 . 3 6.220. N O T I C E  OF C A N C E L L A T I O N .  A n  i n s u r e r  m a y  not

27 e x e r c i s e  its right to c a n c e l  a p e r s o n a l  i n s u r a n c e  p o l i c y  u n l e s s  a

28 w r i t t e n  n o t i c e  of c a n c e l l a t i o n  is m a i l e d  or d e l i v e r e d  to the n a m e d

29 insured, at the a d d r e s s  s h o w n  in t he p o l i c y ,  at least 60 [20] day s
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1 b e f o r e  the e f f e c t i v e  d a t e  of c a n c e l l a t i o n . H o w e v e r ,  if [, E X C E P T  THA T

2 WHEN] c a n c e l l a t i o n  is f o r  n o n p a y m e n t  o f  p r e m i u m ^  the n o t i c e  must

3 [SHALL] be m a i l e d  o r  d e l i v e r e d  to the n a m e d  i n s u r e d  at the address

4 s h o w n  in the p o l i c y  at l e ast 10 d a y s  b e f o r e  t he e f f e c t i v e  dat e  of

5 c a n c e l l a t i o n ^  a nd m u s t  [SHALL] i n c l u d e  o r  b e  a c c o m p a n i e d  by a state-

6 m e n t  of  the r e a s o n  for the c a n c e l l a t i o n .  [THIS S E C T I O N  DOE S  NOT A P P L Y

7 T O  T H E  F A I L U R E  T O  R E N E W  A  P O L I C Y ,  E X C E P T  A S  TO  C O V E R A G E  IN F O RCE FOR

8 L E S S  T H A N  12 M O N T H S . ]

9 * Sec. 8. AS 2 1 . 3 6 . 2 2 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

10 (b) A n  i n s u r e r  m a y  not e x e r c i s e  its r i ght to c a n c e l  a p o l i c y  of

11 b u s i n e s s  or c o m m e r c i a l  i n s u r a n c e  u n l e s s  a w r i t t e n  n o t i c e - o f  cancella-

12 t i o n  is m a i l e d  or  d e l i v e r e d  to t he n a m e d  i n s u r e d ,  at th e  a d d ress s h o w n

13 in the p o licy, an d  to the a g ent or  b r o k e r  of  record, at least 60 days

14 b e f o r e  the e f f e c t i v e  d a t e  of c a n c e l l a t i o n .  H o w e v e r ,  if c a n c e l l a t i o n

15 is for n o n p a y m e n t  of p r e m i u m ,  t he n o t i c e  m u s t  be m a i l e d  or d e l i v e r e d

16 to the n a m e d  i n s u r e d  at th e  a d d r e s s  s h o w n  in  the p o l i c y  a nd to the

17 agent or b r o k e r  of r e c o r d  at l e ast 10 d a y s  b e f o r e  the e f f e c t i v e  date

18 of c a n c e l l a t i o n ,  an d  m u s t  i n c l u d e  o r  be  a c c o m p a n i e d  by a s t a t e m e n t  of

19 the r e a . o n  for the c a n c e l l a t i o n .

20 (c) If an  i n s u r e r  c a n c e l s  a p o l i c y  u n d e r  (b) of this section, it

21 s h a l l  r e t u r n  or  cred i t  a ny u n e a r n e d  p r e m i u m  to the a g e n t  or  b r o k e r  of

22 r e c o r d  or  d i r e c t l y  to the i n s u r e d  o r  p r e m i u m  f i n a n c e  company, if

23 a p p l i c a b l e ,  b e f o r e  the e f f e c t i v e  d a t e  of c a n c e l l a t i o n ,  e x c e p t  that

24 (1) if c a n c e l l a t i o n  is f or n o n p a y m e n t  of premium, any

25 u n e a r n e d  p r e m i u m  m u s t  be r e t u r n e d  or  c r e d i t e d  w i t h i n  45 day s  a f t e r  the

26 n o t i c e  of  c a n c e l l a t i o n  is given;

27 (2) if the p o l i c y  p r e m i u m  is s u b j e c t  to a u dit the i n s u r e r

28 s h all p e r f o r m  an  audit w i t h i n  30 d a y s  of the e f f e c t i v e  d a t e  of the

29 c a n c e l l a t i o n  an d  r e t u r n  or  c i ' d i t  an y  u n e a r n e d  p r e m i u m  w i t h i n  30 days
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1 of the c o m p l e t i o n  of the audit.

* Sec. 9. AS  2 1 . 3 6 . 2 4 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 2 4 0 .  F A I L U R E  T O  RENEW. A n  i n s u r e r  m a y  not fail to 

r e n e w  a p e r s o n a l  i n s u r a n c e  p o l i c y  in f o rce f o r  less t h a n  12 months. 

A n  i n s u r e r  m a y  not fai l  to r e n e w  a p o l i c y  [IN F O R C E  F O R  12 M O N T H S  OR  

MORE] u n l e s s  a w r i t t e n  n o t i c e  of  n o n r e n e w a l  is m a i l e d  or  d e l i v e r e d  to 

the n a m e d  insur e d ,  at the a d d r e s s  s h o w n  in the p o l i c y ,  at least 20. 

d ays fo r  a p e r s o n a l  i n s u r a n c e  p o l i c y ,  and at least 45 days for a 

b u s i n e s s  or  c o m m e r - i a l  i n s u r a n c e  p o l i c y ,  b e f o r e  the e x p i r a t i o n  date of 

the p o l i c y  [,] o r  of the a n n i v e r s a r y  d a t e  of  a p o l i c y  w r i t t e n  for a 

t er m  l o n g e r  t h a n  one y e a r  or  w i t h  no f i x e d  e x p i r a t i o n  date. This 

s e c t i o n  doe s  n ot a p p l y

(1) if the i n s u r e r  h as in g o o d  f a i t h  m a n i f e s t e d  in any w a y  

its w i l l i n g n e s s  to renew;

(2) in  case of n o n p a y m e n t  of p r e m i u m  f o r  the e x p i r i n g

policy; or

(3) if the i n s u r e d  fails to p ay the p r e m i u m  as r e q u i r e d  by 

the i n s u r e r  f or renewal.

* Sec. 10. A S  2 1 . 3 6 . 2 5 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 2 5 0 .  N O T I C E  OF  E L I G I B I L I T Y .  W h e n  a p o l i c y  of a u t o m o­

bile l i a b i l i t y  i n s u r a n c e  is c a n c e l l e d ,  o t h e r  t h a n  f or n o n p a y m e n t  of 

p r e m i u m ,  or  is n ot r e n e w e d  in a c c o r d a n c e  w i t h  [FOR F A I L U R E  TO R E N E W  A  

P O L I C Y  OF  A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  TO  WHICH] A S  2 1 . 3 6 . 2 4 0  [ A P­

PLIES] , the i n s u r e r  s h a l l  n o t i f y  the n a m e d  i n s u r e d  of p o s s i b l e  

e l i g i b i l i t y  fo r  a u t o m o b i l e  i n s u r a n c e  t h r o u g h  the a u t o m o b i l e  a s s i g n e d  

r i s k  plan, or a u t o m o b i l e  i n s u r a n c e  plan. T he n o t i f i c a t i o n  must 

[SHALL] a c c o m p a n y  or be i n c l u d e d  in  t he n o t i c e  of  c a n c e l l a t i o n  or 

n o n r e n e w a l  r e q u i r e d  b y  A S  2 1 . 3 6 . 2 2 0  [AS 2 1 . 3 6 . 2 3 0 ]  a n d  21.36.240.

* Sec. 11. AS  2 1 . 3 6 . 3 1 0  is a m e n d e d  to read:

C SHB 5 2 2 (Jud) -6-
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Sec. 2 1 . 3 6 . 3 1 0 .  D E F I N I T I O N S .  In A S  2 1 . 3 6 . 2 1 0  - 2 1 . 3 6 . 3 1 0

(1) " b u siness or c o m m e r c i a l  i n s u r a n c e "  m e a n s  i n s u r a n c e  

o t h e r  t h a n  p e r s o n a l  insurance, life i n s u r a n c e , d i s a b i l i t y  i n s u r a n c e  

f i d e l i t y  a n d  s u r e t y  insurance, t i t l e  i n s u r a n c e ,  or  an  a n n u ity c o n­

tract ;

(2) " n o n p a y m e n t  of p r e m i u m "  m e a n s  f a i l u r e  of the n a m e d  

i n s u r e d  to d i s c h a r g e  w h e n  d u e  any o b l i g a t i o n s  of the n a m e d  i n s u r e d  in  

c o n n e c t i o n  w i t h  the p a y m e n t  of p r e m i u m  on  a p o l i c y ,  or any i n s t a l l m e n t  

of the p r e m i u m ,  w h e t h e r  the p r e m i u m  is p a y a b l e  d i r e c t l y  to the i n s u r e r  

or its a g e n t  or i n d i r e c t l y  u n d e r  an y  p r e m i u m  f i n a n c e  p l a n  or e x t e n s i o n  

of credit;

(3) " p e r sonal a u t o m o b i l e  i n s u r a n c e "  m e a n s  i n s u r a n c e  n o t

r e l a t e d  to b u s i n e s s  or c o m m e r c i a l  a c t i v i t i e s ,  c o v e r i n g  f(2) " P O L I C Y "  

M E A N S  A N  I N S U R A N C E  POLI C Y  C O V E R I N G  T H E  R I S K S  A N D  E X P O S U R E S  L I S T E D  IN 

A S  2 1 . 3 6 . 2 1 0 ( e )  O R  A N  A U T O M O B I L E  P O L I C Y  T H A T  IN C L U D E S ]  a u t o m o b i l e  

l i a b i l i t y ,  u n t n s u r e d /u n d e r i n s u r e d  m o t o r i s t s  [COVERAGE, U N I N S U R E D  

M O T O R I S T  C O V E R A G E ] , a u t o m o b i l e  m e d i c a l  p a y m e n t s  [ C O V E R A G E ] , or a u t o m o­

bil e  p h y s i c a l  d a m a g e  [ C O V E R A G E ] , that is d e l i v e r e d  or i s sued f o r  

d e l i v e r y  i n  thi s  state [ I N S U R I N G  AS  T H E  N A M E D  I N S U R E D ,  O N E  I N D I V I D U A L  

O R  H U S B A N D  A N D  W I F E  R E S I D E N T  O F  T H E  S AME H O U S E H O L D ] , a nd u n d e r  w h i c h

the i n s u r e d  v e h i c l e s  are of  the f o l l o w i n g  t y pes only:

(A) a m o t o r  v e h i c l e  of the p r i v a t e  p a s s e n g e r  or s t a­

t i o n  w a g o n  type that is n ot u s e d  as a p u b l i c  or  livery c o n v e y­

ance, n o r  r e n t e d  to o t h e r s ;  or

(B) any o t h e r  f o u r - w h e e l  m o t o r  v e h i c l e  w i t h  a l o a d  

c a p a c i t y  of 1,500 p o u n d s  o r  less that is n o t  u s e d  in the o c c u p a­

tion, p r o f e s s i o n ^  or b u s i n e s s  of the i n s u r e d ,  n o r  used as a 

p u b l i c  o r  livery c o n v e y a n c e ^  n o r  r e n t e d  to o t h e r s ;

(4) " p e rsonal i n s u r a n c e "  doe s  n o t  i n c l u d e  an  annuity c on-
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1 tract or a p o l i c y  of life i n s u r a n c e ,  d i s a b i l i t y  i n s u rance. or t i t l e

2 insuranc*.; the t e r m  means p e r s o n a l  a u t o m o b i l e  i n s u r a n c e , or i n s u r a n c e

3 c o v e r i n g

4 (A) loss of o r  d a m a g e  to r e a l  p r o p e r t y that is u s e d

5 p r e d o m i n a n t l y  for r e s i d e n t i a l  p u r p o s e s  a nd that d o e s  not c o n s i s t

6 of  m o r e  t h a n  four d w e l l i n g  units;

7 (B) loss of o r  d a m a g e  to p e r s o n a l  p r o p e r t y . i n c l u d i n g

8 p e r s o n a l  effects, h o u s e h o l d  f u r n i t u r e ,  f i x t u r e s and e q u i p m e n t

9 l o c a t e d  in not more t h a n  f o u r  d w e l l i n g  u n its; or

10 (C) legal l i a b i l i t y  of n a t u r a l  p e r s o n s for loss of,

11 d a m a g e  to or  injury to p e r s o n s  or  p r o p e r t y  if the i n s u r a n c e  d o e s

12 not c o v e r  l i a b ility a r i s i n g  f r o m  or in  c o n n e c t i o n w i t h b u s i n e s s

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

o r c o m m e r c i a l  activities;

(5) [(3)] "r e n e w a l "  o r  " r e n e w "  m e a n s

(A) the i s s u a n c e  a n d  d e l i v e r y  by an i n s u r e r  of a 

p o l i c y  r e p l a c i n g  at the e n d  of  the p o l i c y  p e r i o d  a p o l i c y  p r e v i­

o u s l y  i s s u e d  and d e l i v e r e d  b y  the sam e  insurer,

(B) the i s s u a n c e  an d  d e l i v e r y  of a c e r t i f i c a t e  o r  

n o t i c e  e x t e n d i n g  the t e r m  of a p o l i c y  b e y o n d  its p o l i c y  p e r i o d  o r  

term, or

(C) the e x t e n s i o n  of t he t e r m  of a p o l i c y  beyond it s  

p o l i c y  p e r i o d  or term u n d e r  a p r o v i s i o n  f or e x t e n d i n g  the p o l i c y  

by p a y m e n t  of a c o n t i n u a t i o n  p r e mium.

*  Sec. 12. A S  2 1 . 8 8 . 0 3 0 ( a )  is a m e n d e d  to read:

(a) T he c o r p o r a t i o n  s h a l l  e x e r c i s e  its p o w e r s  t h r o u g h  a board of 

g o v e r n o r s  that [WHICH] is a p p o i n t e d  by the g o v e r n o r  of the state a n d  

c o n f i r m e d  by the legislature. M e m b e r s  of the b o a r d  of g o v e r n o r s  s h a l l  

be A l a s k a  r e s i d e n t s  as follows:

(1) t h r e e  [FOUR] p h y s i c i a n s  l i c e n s e d  in the state a n d

C S H B  5 2 2 (Jud) -8-
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e n g a g e d  in p r i v a t e  p r a c t i c e  in the state; no m o r e  t h a n  two of the 

p h y s i c i a n s  s h a l l  p r a c t i c e  or live i n  a m u n i c i p a l i t y  h a v i n g  a p o p u­

la t i o n  of m o r e  t h a n  100,000, a n d  two of  the p h y s i c i a n s  m u s t  be i n d e m­

n i f i e d  a g a i n s t  loss by  r e a s o n  of l i a b i l i t y  f or an act o r  o m i s s i o n  in 

the d e l i v e r y  of  p r o f e s s i o n a l  h e a l t h  car e  by  the M e d i c a l  I n d e m n i t y  

C o r p o r a t i o n  of  A l a s k a ;

(2) o n e  n u r s e  or  n u r s e  m i d w i f e ;

(3) a n  a d m i n i s t r a t o r  or  s e n i o r  e x e c u t i v e  o f f i c e r  e m p l o y e d  

by a h o s p i t a l  l i c e n s e d  in  t he state;

( A ) [(3)] two p r o f e s s i o n a l s  f r o m  the i n s u r a n c e  i n d u s t r y  who 

are a u t h o r i z e d  or  l i c e n s e d  to do b u s i n e s s  in the state;

(5) [(A)] two p e r s o n s  w h o  are not h e a l t h  car e  p r o v i d e r s  or 

f i n a n c i a l l y  i n t e r e s t e d  in the f i e l d  of h e a l t h  care or r e p r e s e n t a t i v e s  

of the i n s u r a n c e  industry.

Sec. 13. A S  2 1 . 8 8 . 0 5 0  is a m e n d e d  to read:

Sec. 2 1 . 8 8 . 0 5 0 .  P O W E R S  A N D  D U T I E S  OF  T H E  C O R P O R A T I O N .  (a) The 

c o r p o r a t i o n  s h a l l

(1) in the f o r m  a p p r o v e d  by the d i r e c t o r ,  issue to all 

p h y s i c i a n s ,  n u r s e s ,  n u r s e  m i d w i v e s ,  and h o s p i t a l s  w h o  a re found to be 

a c c e p t a b l e  r i s k s  u n d e r  s t a n d a r d s  d e v e l o p e d  u n d e r  (5) of this 

s u b s e c t i o n ,  a n d  w h o  p a y  the p r e m i u m s  for it, a c o n t r a c t  or c o n t r a c t s  

i n d e m n i f y i n g  p h y s i c i a n s , n u r s e s ,  n u r s e  m i d w i v e s ,  a nd h o s p i t a l s  a nd 

t h e i r  e m p l o y e e s  w h o  a re h e a l t h  car e  p r o v i d e r s  a g a i n s t  loss by r e a s o n  

of l i a b i l i t y  f or c o v e r e d  c l a i m s  f o r  an  act or  o m i s s i o n  in  the d e l i v e r y  

of p r o f e s s i o n a l  h e a l t h  care in  this state, a nd a g r e e i n g  to t e n d e r  on 

b e h a l f  of the p h y s i c i a n s , n u r s e s ,  n u r s e  m i d w i v e s ,  a nd h o s p i t a l s  and 

t h e i r  e m p l o y e e s  w h o  ar e  h e a l t h  c are p r o v i d e r s  a d e f e n s e  to a c o v e r e d  

c l a i m  in  a p r o c e e d i n g  b r o u g h t  u n d e r  AS  0 9 . 5 5 . 5 3 0  - 0 9 . 5 5 . 5 6 0 ;  the

l i mits of  l i a b i l i t y  for p o l i c i e s  i s s u e d  by the c o r p o r a t i o n  s h all be

9 C S H B  5 2 2 ( J u d )



a p p r o v e d  by  the d i r e c t o r ;  the c o n t r a c t  s h all c o v e r  the d e f e n s e  a g a inst 

but n e e d  n ot i n d e m n i f y  l i a b i l i t y  f or p u n i t i v e  d a m a g e s  a r i s i n g  from a 

c o v e r e d  claim; at the o p t i o n  of the c o r p o r a t i o n ,  if a p p r o v e d  by the 

d i r e c t o r ,  a nd f o r  a n  a d d i t i o n a l  p r e m i u m  the c o n t r a c t  m a y  c o v e r  claims 

ag a inst the p h y s i c i a n , n u rse, n u r s e  m i d w i f e ,  or  h o s p i t a l  that a r ise 

out of p r o f e s s i o n a l  s e r v i c e s  p e r f o r m e d  by  the p h y s i c i a n , nurse, n u r s e  

m i d w i f e , or h o s p i t a l  f o r  any p e r i o d  b e f o r e  the c o n t r a c t  is issued, 

ex cept that c o v e r a g e  w i l l  n o t  be  p r o v i d e d  for a c l a i m  a l r e a d y  f i l e d  or 

of w h i c h  the p h y s i c i a n , n u r s e ,  n u r s e  m i d w i f e ,  o r  h o s p i t a l  h a d  or  

r e a s o n a b l y  s h o u l d  h a v e  h a d  n o t i c e  at the t ime the r e t r o a c t i v e  

i n s u r a n c e  w as p u r c h a s e d ;

(2) c h a r g e  a p r e m i u m  f or the p r o t e c t i o n  p r o v i d e d  by the 

c o n t r a c t s  i s s u e d  by  the c o r p o r a t i o n  w h i c h  s h all Le  d e t e r m i n e d  by the 

b o a r d  of g o v e r n o r s  in a c c o r d a n c e  w i t h  AS 2 1 . 8 8 . 0 8 0  an d  s u b j e c t  to the 

a p p r o v a l  of the d i r e c t o r ;

(3) c o m p l y  w i t h  or  be s u b j e c t  to AS  2 1 . 0 6 . 0 9 0 ,  2 1 . 0 6.120,

2 1 . 0 6 . 1 4 0 ,  2 1 . 0 6 . 1 6 0 ,  2 1 . 0 6 . 2 5 0 ,  A S  2 1 . 0 9 . 1 8 0  - 2 1 . 0 9 . 2 0 0 ,  21.09.250,

21.09.280, AS 2 1 . 1 2 . 0 2 0 ( b ) - ( e ), AS 21.18, AS 21.21, A S  21.24 and 

AS 21.36; a nd s h all be e x e m p t  f r o m  p a r t i c i p a t i o n  as a m e m b e r  i n s u r e r  

in the A l a s k a  I n s u r a n c e  G u a r a n t y  C o r p o r a t i o n ;

(4) c a r r y  out the o b l i g a t i o n s  of the c o n t r a c t s  issued by 

t he c o r p o r a t i o n  by  d e f e n d i n g  all c o v e r e d  c l aims m a d e  a g a i n s t  i n s u r e d  

h e a l t h  care p r o v i d e r s  a n d  by  p a y i n g  all l i a b i l i t i e s  that [WHICH] are 

f i n a l l y  a d j u d i c a t e d  a g a i n s t  the i n s u r e d  h e a l t h  car e  p r o v i d e r  or  that 

[WHICH] m a y  in the o p i n i o n  of  the c o r p o r a t i o n  r e a s o n a b l y  be e x p e c t e d  

to be f i n a l l y  a d j u d i c a t e d  a g a i n s t  the h e a l t h  c a r e  p r o v i d e r  to the 

e xte n t  of the c o n t r a c t  o b l i g a t i o n ;

(5) e s t a b l i s h  s t a n d a r d s  fo r  the a c c e p t a b i l i t y  of  risks; in 

e s t a b l i s h i n g  these s t a n d a r d s  the c o r p o r a t i o n  m a y  e x c l u d e  a n  a p p l i c a n t

•. ' ' M - r

5 2 2 (Jud) -10-
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1 for i n s u r a n c e  b a s e d  on  i n d i v i d u a l  r i s k  s e l e c t i o n  factors, but m a y  not

2 e x c l u d e  an  a p p l i c a n t  b a s e d  o n l y  o n  the c l a s s i f i c a t i o n  of the appli-

3 c a n t .

4 (b) T h e  c o r p o r a t i o n  m a y

5 (1) e m p l o y  or  r e t a i n  p e r s o n s ,  i n d i v i d u a l  or  c o r p orate, to

5 d i s c h a r g e  its o b l i g a t i o n s  and p a y  r e a s o n a b l e  c o m p e n s a t i o n  for these

7 s e r vices; e m p l o y e e s  of the c o r p o r a t i o n  are no t  c o n s i d e r e d  s t a t e  em-

8 p l o y e e s ;

9 (2) n e g o t i a t e  for a n d  p r o c u r e  r e i n s u r a n c e  f r o m  p r i v a t e

10 c a s u a l t y  i n s u r e r s  or  r e i n s u r e r s  f or any a n d  all l i a b i l i t y  i n c u r r e d  by

11 c o n t r a c t s  i s s u e d  by it;

12 (3) p r o v i d e  c o v e r a g e  to i n s u r e d s  for o t h e r  h a z a r d s  c u s t o m -

13 a r ily i n c l u d e d  in m e d i c a l  m a l p r a c t i c e  i n s u r a n c e  p o l i c i e s  w h e n  t h e r e  is

14 a f i n d i n g  by  the d i r e c t o r  that this c o v e r a g e  is not a v a i l a b l e  to

15 ir.sureds of the M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a  in the p r i v a t e

16 i n s u r a n c e  m a r k e t  at a c o m p e t i t i v e  price;

17 (4) b o r r o w  or a d v a n c e  funds n e c e s s a r y  to c a rry out the

18 p u r p o s e s  of the c o r p o r a t i o n ;

1-9 (5) n e g o t i a t e  a nd b e c o m e  a p a r t y  to t h o s e  c o n t r a c t s  as are

20 n e c e s s a r y  to c a r r y  out the p u r p o s e s  of the c o r p o r a t i o n ;

21 (6) sue or  be sue d  in the n a m e  of the c o r p o ration;

22 (7) p r o v i d e  r i s k  m a n a g e m e n t  a d v i c e  a nd s e r v i c e s  to h o s p i -

23 tals;

24 (8) n e g o t i a t e  and b e c o m e  a p a r t y  to c o n t r a c t s  for

25 m a n a g e m e n t  s e r v i c e s  for the c o r p o r a t i o n ;

26 (9) p e r f o r m  all o t h e r  acts n e c e s s a r y  a n d  p r o p e r  to c a rry

27 out the d u t i e s  of the cor p o r a t i o n ;

28 (10) in a f o r m  a p p r o v e d  by the d i r e c t o r  a nd for an  a d d i t i o n -

29 al p r e m i u m  d e t e r m i n e d  u n d e r  AS 2 1 . 8 8 . 0 8 0 ,  i s sue e n d o r s e m e n t s  w h i c h

-11- CSH B  5 2 2 ( J u d )
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1 p r o v i d e  i n d e m n i t y  f or claims not y e t  r e p o r t e d  w h i c h  a r i s e  out of

2 p r o f e s s i o n a l  s e r v i c e s  r e n d e r e d  d u r i n g  a p e r i o d  of  c o n t i n u o u s  c o v e r a g e

3 u n d e r  t he o r i g i n a l l y  i s s u e d  c o n t r a c t ,  to p h y s i c i a n s , n u r s e s ,  n u r s e

4 m i d w i v e s , a n d  h o s p i t a l s  w h o  p a y  the p r e m i u m  f o r  it a n d  w h o  are

5 t e r m i n a t i n g  t h e i r  o r i g i n a l  c o v e r e d  c l a i m s  c o n t r a c t  w i t h  the

6 c o r p o r a t i o n  for a p e r i o d  of not less t h a n  o ne year;

7 (11) s u b j e c t  to a p p r o v a l  b y  t h e  d i r e c t o r ,  e x t e n d  c o v e r a g e

8 to a p e r son, entity, or f a c i l i t y  that r e n d e r s  h e a l t h  c are s e r v i c e s  in

9 the s t a t e  u n d e r  t he s u p e r v i s i o n  of  a p h y s i c i a n .

10 *  Sec. 14. A S  2 1 . 8 8 . 9 0 0  is a m e n d e d  by  a d d i n g  n e w  p a r a g r a p h s  to read:

11 (17) " n u r s e "  m e a n s  a n u r s e  l i c e n s e d  u n d e r  A S  08.68;

12 (18) " n u r s e  m i d w i f e "  m e a n s  a r e g i s t e r e d  p r o f e s s i o n a l  n u r s e

13 w h o  is c e r t i f i e d  as an  advanci d n u r s e  p r a c t i t i o n e r  u n d e r  A S  0 8 . 6 8 . -

14 410( 1 )  a n d  a u t h o r i z e d  to p r a c t i c e  as a n u r s e  m i d w i f e  u n d e r  r e g u l a t i o n s

15 a d o p t e d  u n d e r  A S  08.68.

16 * Sec. 15. A S  2 1 . 3 6 . 2 1 0 ( c ) ,  2 1 . 3 6 . 2 3 0 ,  a n d  2 1 . 3 6 . 3 0 0  are r e p e a l e d .

CSHB 5 2 2 (Jud)
e

-12-
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:.

REQUEST FISCAL DETAIL
Bill/Resolution No.:CSHB 522 (L&C)_________
Title: Relating to payment of premiums, 
cancellation of policies, and medical 
malpractice insurance for nurse midwives

Agency Affected: Commerce & Economic Development 

B R U : _____________ Insurance_______________

Sponsor .... Labor & ..Commerce 
Requester:____________________

Components: Public Protectinn

I
i

; .

t: 1

Date of Request:,

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- "0- .. -0-

CAPITAL -0- -0- -0- -0- -0- -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULLTIME
PARTTIME
TEMPORARY 1o1 -0- 1o1 -0- ! —■i

 
1 i -n-

ANALYSIS: Attach a separate page if necessary.

Prepared by:______John L. George. Director v.

Division: Division of Insurance ________

Approved by Commlsslnnar '/̂ ^ tu y y y A M ^ /
Agency: ___________Commerce and Economic Development

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget j
Impacted Agency(ies) page

Phone: 
Date: _
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April 14. 1986

Date: April 14. 1986
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ALASKA RURAL ELECTRIC COOPERATIVE  
ASSOCIATION, INC.

237 E. FIREWEED LANE * 
ANCHORAGE, ALASKA 99503

February 4, 1986

Representative Richard Shultz 
Alaska State Legislature 
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Dick:

Pursuant to your request in our telephone conversation today, I 
would submit the proposed statutory amendment below. This 
amendment would permit cooperatives like Alaska Village Electric 
Cooperative or Middle Kuskokwim Electric Cooperative which are 
scattered over areas not connected by a road system to continue 
acting on their bylaws through delegates while requiring 
cooperatives which are connected by roads to act on their bylaws 
through a vote of their members as you indicated is your desire. 

/

AS 10:25.070 Bylaws. The board of directors shall adopt the 
first bylaws of a cooperative to be adopted following an 
incorporation, conversion, merger or consolidation. Thereafter 
the (MEMBERS OR] district delegates in cooperatives having three 
or more districts which are not connected by a road system 
[SHALL] may adopt, amend or repeal the bylaws by the affirmative 
vote of a majority of those [MEMBERS OR] district delegates 
voting on the adoption, amendment or repeal at a meeting of the 
[MEMBERS OR] district delegates. In all other cooperatives, the 
members shall adopt, amend or repeal the bylaws by the 
affirmative vote of a^'jnajority of those members voting on the
adoption, amendment o‘r repeal at a meeting of the members. The 
bylaws shall set forth the rights and duties of members, district 
delegates and directors and may contain other provisions for the 
regulation and management of the affairs of the cooperative not 
inconsistant with this chapter or with its articles of 
inco rpo ration.

Sincerely,

David Hutchens 
Executive Director

DH/cf

DEMOCRACY IN ACTION



HO G E A n d  L e l k is c h
a  r n o ^ c s o i o N A i .  c o n r c m » t i o w  

ATTORNEYS AT LAW
.♦a7*e' STR irrr. SUITE BOO • ANCHORAGC, ALASKA B » 3 0 l- 2 3 6 6

(007 ] Z7C-J7ZO

A p r i l  2 , 1986

A ep reeenta tive  Mike Navarre , Chairman 
House Labor and Commerce Comm ittee 
House o f  R e p re se n ta tive s 
Pouch  v
JuncftU# AK 998J.1 

He: House B i l l  562

• Dear M r, Chairmant

T h i s  le t t e r  w h ic h  i s  w r i t t e n  a t th e  re q u e s t o f  t h i s  ' 
• f i r m 's  c l i e n t  Copper V a lle y  E l e c t r i c  A s so c ia t io n ,  I n c .  (CVEA), 
w i l l  e x p la in  the  background th a t  le d  i n  part to  t h e  in t r o d u c t io n  
o f  House s i l l  no. 562*

CVEA i s  d iv id ed  i n t o  two (2) d i s t r i c t s :  th e  Copper
R iv e r  B a s in  and the  Valdez D i s t r i c t s .  The Coopera tive  U ses a 
de lega te  sy stem  fo r  amending i t s  By law s. P u r su a n t tr> th e  
e x i s t in g  By law s, th re e  o u t  o f  18 de lega tes can c a l l  a s p e c ia l 
m e e ting . R e ce n t ly , th re e  d e leg a te s attempted to  c a l l  a Specia l 
m eeting* One o f th e  ite m *  on th e  agenda was a p o s s ib le  move of 
th e  headqua rte rs o f CVEA from  G le nna lle n  to  Va ldez. No member 
n o t ic e  was g iv e n . A g re a t dea l o f  co nce rn  a ro se  from  some o f  th e  
r e s id e n t s  o f G lenna llen  t h a t G le nna lle n  would lo s e  a m a jo r 
employer i  th e  area. CVEA*a s t a f f  was a lso  conce rned  because o f  
coounitme)' * made by them f o r  h o u s in g  i n  G le nna lle n  and fa m ily  
c o n s id e ra t io n s .  F u r t h e r ,  some CVEA Board members were concerned 
th a t  i t  would no t be e co n o m ica lly  w ise  fo r  th e  move to  v 2 made. 
F i n a l l y ,  th e re  was a genera l co n ce rn  th a t  the  members a n o t 
even n o t i f ie d  o f  th e  proposed move.

CVEA has 1755 v o t in g  members. Because o f  th e  way the  
delegate sy stem  works# te n  members# as delegates# c o u ld  v o te  to  
move th e  headquarters w it h o u t  membership n o t ic e  o r  approva l o r 
in p u t  and co n s id e ra t io n  by th e  Board,,

The  purpose o f  House D i l l  562 i s  to  leave t h a t  k in d  o f 
d e c is io nm a k ing  up to  a m a jo r i ty  o f  th e  members. The  advantage to  
membership v o t in g  i s  t h a t  b a l lo t  p ro p o s it io n s  would be p laced 
before  the  membership , an o p p o r tu n ity  would be g ive n  fo r  th e  
membership to  hear th e  p ro s  and co n s o f  the  p ro p o s it io n s#  and a 
co n sid e red  vo te  co u ld  be made by the  membership .

A N O H C W  r - M O C C  
P C T C B
R 0 B C B T  L . V A 7 0 U E X  
D A V ID
a o R o o N  □. L r e  
^ h n  « .  c o L v t r t



Rep, M ike Navarre, Chairman 
House Labor and Commerce Committee 
A p r i l  2* 19B6 
Rage 2

The  d i s t r i c t  de legate method o£ v o t in g  does n o t 36«a 
appropria te  when o n ly  th re e  o u t  o f  1755 members co u ld  c a l l  fo r  
su ch  a p r o p o s it io n  and, w it h  th e  co n cu rre n ce  o f seven o th e r  
/"elegate.members* make s u c h  u d e c is io n  fo r  th e  co o p e ra tiv e .

. * * * . * *; \ ' •' 
. The  proposed law w i l l  s t i l l  a llow  b a s ic  m a jo r ity  

c o n t r o l  by th e  membership fo r  cha ng e sj i n  t h i s  m anner, a l l  
members w i l l  have the  o p p o r tu n ity  t o  vo te  and n o t j u s t  a s e le c t  
few d e le g a te s . • '

Very t r u ly  y o u r s .

HOGE and LEKISCH 
A tto rn e y s  f o r  Copper V a lle y  
E l e c t r i c  A s s o c ia t io n ,  I n c .

AEH/ms/AHVIII26
CC: Copper V a lle y  E l e c t r i c  A s s o c ia t io n ,  I n c .

A la ska  R u ra l E l e c t r i c  C oopera tive s A s s o c ia t io n ,  I n c .



^ l a s k a  j i i a i e  ^ l e g i s l a t u r e

Senate
Commitiee on £aSor &  Commerce  Pouch v

State Capitol 
Juneau, Alaska 99811

CSHB 5 6 2 (L&C) Summary

This measure requires cooperatives which encompass 3 or more 
districts, and are not connected by the road system, to retain 
the delegate system of representation. These cooperatives may 
change bylaws by an affirmative vote of the delegates 
attending a meeting of the district delegates.

All other cooperatives may change bylaws by an affirmative 
vote of the majority of those members voting. This provision 
extends to voting at a meeting of the members or votes cast by 
mail ballot vithout a meeting.

Official Business

i



1) BILL TITLE: "An act relating to the adoption of bylaws by
cooperatives."

a) Introduced: Rep Schultz

b) Co-sponsors:

2) INTENT: This measure concerns the adoption of bylaws by
cooperatives.

FISCAL NOTE: 0

3) ADDITIONAL REFERRALS: Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?

C HA IR M A N ' S  INFORMATION: CS HB  5 6 2 (L&C)



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE '

Revision Date:.
REQUEST FISCAL DETAIL
Riii/Rp.cinintinn Nr>- HB 562_________________ Aqgnry Affp̂ tpri- Commerce and Economic Dev.
Title- An act relating to the B R U : ________________APUC____________________

adoption of cooperative bylaws ' _____________________________

Sponsor: S h u ltz  Components:
R equeste r:___________________________________ ________________
Date o f R equest:_____________________________ _______________

EXPEN DITURES/REVENUES: (Thousands o f Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -U- -U- -U- -0- -U- -0-

CAPITAL -0- -o- I -0- -0- -0- -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULL-TIME
PARTTIME
TEMPORARY

1
o
1 t 0 1 1
o
1 1 0 1 1
o
1 1
o
1

ANALYSIS: Attach a separate page if necessary.

Prepared by: Carolyn Guess____________________________
Division:______ Commissioner. APUC_____________ ?_______

Approved by Commissioner: . /■ /. • --v-y*
Agency:_______Commerce and Economic Development'

DistribuMon (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page j of___

Phone: _2Z6-6222______
Date: April 7. lQflfi

Date:___April 7, lqftfi

10/25/85

0219k04./86a


